WASHINGTON (D. C.) METROPOLITAN 
TRANSIT AUTHORITY 


HEARINGS 


BEFORE A 


SUBCOMMITTEE OF THE 
COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE 
HOUSE OF REPRESENTATIVES 
EIGHTY-FOURTH CONGRESS 


SECOND SESSION 


ON 


H. R. 8901 and H. R. 8947 


BILLS TO PROVIDE FOR AN ADEQUATE AND ECONOMICALLY 

SOUND TRANSPORTATION SYSTEM OR SYSTEMS TO SERVE 

THE DISTRICT OF COLUMBIA AND ITS ENVIRONS; TO CREATE 

AND ESTABLISH A PUBLIC BODY CORPORATE WITH POWERS 

TO CARRY OUT THE PROVISIONS OF THIS ACT; 
OTHER PURPOSES 


AND FOR 


FEBRUARY 20, 21, 22, 28, MARCH 1 AND 8, 1956 


katy ht 


Printed for the use of the Committee on Interstate and Foreign Commerce 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1956 








COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
J. PERCY PRIEST, Tennessee, Chairman 


OREN HARRIS, Arkansas CHARLES A. WOLVERTON, New Jersey 
ARTHUR G. KLEIN, New York CARL HINSHAW, California 
WILLIAM T. GRANAHAN, Pennsylvania JOSEPH P. O'HARA, Minnesota 

F. ERTEL CARLYLE, North Carolina ROBERT HALE, Maine 

JOHN BELL WILLIAMS, Mississippi JAMES I. DOLLIVER, Iowa 

PETER F. MACK, Jr., Illinois JOHN W. HESELTON, Massachusetts 
KENNETH A. ROBERTS, Alabama JOHN B. BENNETT, Michigan 
MORGAN M. MOULDER, Missouri RICHARD W. HOFFMAN, Illinois 
HARLEY O. STAGGERS, West Virginia JOHN V. BEAMER, Indiana 
ISIDORE DOLLINGER, New York WILLIAM L. SPRINGER, Illinois 
WALTER ROGERS, Texas ALVIN R. BUSH, Pennsylvania 
MARTIN DIBS, Texas PAUL F. SCHENCK, Ohio 

SAMUEL N. FRIEDEL, Maryland JOSEPH L. CARRIGG, Pennsylvania 
JOHN J. FLYNT, Jr., Georgia STEVEN B. DEROUNIAN, New York 


TORBERT H. MACDONALD, Massachusetts 
DON HAYWORTH, Michigan 


ELTON J. LAYTON, Clerk 
KENN®&TH J. PAINTER, First Assistant Clerk 


Professional Staff 
ANDREW STEVENSON Sam G. SPAL 
Kurt BORCHARDT MARTIN W. CUNNINGHAM 


SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OREN HARRIS, Arkansas, Chairman 


JOHN BELL WILLIAMS, Mississippi CHARLES A. WOLVERTON, New Jersey 
PETER F. MACK, Jr., Illinois : CARL HINSHAW, California 

ISIDORE DOLLINGER, New York JOSEPH P. O’HARA, Minnesota 
WALTER ROGERS, Texas ROBERT HALE, Maine 

JOHN J. FLYNT, JRr., Georgia JAMES I. DOLLIVER, Iowa 


II 





é 
i 


DEPOSITED By TH 
& 
UNITED STATES OF AMERICA 


CONTENTS 


Text of— Page 
ete? 2 ae Se de ON ee adeeb le made tee ae ae 2 
eT et eh Sant ae, a Cae ala te ee ieee 18 

Report of— 
ieee I ea a 2 rr a ae ee ne net ES tS 34 
Fee ee en ee ee ee eee ee eaten tee miata a 149 
Civil Service Commission_______ ~~~ a sa Ea oe . ee 157 
Ca Tn I ee ea ee baa ee Aes 166 
Comptroller General of the United States__..._......._-___- ; 163 
Federal Mediation and Conciliation Service________-_- Same 274 
Health, Education, and Welfare arr bets tear cr erraee 497 
Interstate Commerce Commission - - ~ __ ss ee 2 eae z 151 
Labor Department Sees ere as eee ; 274 
National Capital Planning Commission____-________---~-- 465 
Post Office De ‘partment ---- 4 Ste tea sacte ale Seo dare tetera vere 34 
Securities and Exchange C ommission__...__-_-_----- bette tes ee 159 
a eee Gee 2 ge ot ee vs 165 


Statement of — 
Bauer, Charles J., executive secretary, Building Owners and Man- 
agers Association of Metropolitan W ashington_-__-_-_-_ : 445 
Bierwagen, Walter J., president, Division 689, Am: algamated Asso- 
ciation of Street, Electric Railway, and Motor Coach Employees of 


America_ 316 
Broadwater, J. A. B., president, Capital Transit Co 167, 149 
Broyhill, Hon. Joel T., a Representative in Congress from the State 

of Virginia_____ te 354 
Carr, Edward R., president, Ww ashington Board of Trade 520 
Carson, Bruce L., Assistant General Counsel, Securities and E xchange 

Coe nee xe 159 
Cleave, Walter Ce. vice “pre -sident, Blyth &C O., Ine. “Chicago, Ill. 187 
Colladay, David C., on behalf of B. & F. Transport: ation, Ine___- 459 
Colladay, E. F., on behalf of B. & F. Transportation, Inc 459 


Davis, Manuel >. general counsel, Washington, Virginia & M: uryland 


Coach C ee ee oe le Fe Oa os ee re dee Se eee 442 
Eckert, Chi arles x., legislative attorney, Office of the Comptroller 

IR gir, MO eR suis JO to pl = 161 
Fox, Morris, on behalf of B. & F. Transportation, , oe 459 
Hammond, Charles %., executive assistant, Public Utilities Commis- 

sion of Arlington County, Va__----- eee : 359 


Hayes, George “. C., Chairman, Public Utilities Commission, District 
of Columbia ere <a 49, 67, 83, 450 
Hyde, Hon. DeWitt S.,a Repre sentative in C ongress from the State 





of Maryland__.- md 347 
Hyde, Donald C., general manager, Cle veland transit Sy stem, Cleve- 
land, Ohio 177 
Johnston, R. B., apparatus sales division, General ®lectric Co___- 417 
Kahn, S. Harrison, counsel, Suburban Transit Co., Silver Spring, 
Rees: aaah, Se aes : 390 
| Kampelman, Max M., attorney at law, Washington, D. C 499 
Kingsbury, Walter, vice chairman, Inter-Federation Council, Arling- 
ton, Va&...-.- ere e 360 
Kneass, George G., assistant to the Secretary of the Tre: asury 164 
Lane, Brig. Gen. Thomas A., a. Commissioner, District of 
Cemee 00%. 310 60 Suet OL) oie tapes 406 
Macy, John W., Jr., e xecutive ‘director, Civil Service Commission ; 157 
McCormack, Donald A., Washingtin, D. C 524 


Mitchell, John N., Caldiwell Marshall, Trimble & Mitchell, New 
er ree eee ot EA ee eS _.. 209, 220 


mr 








CONTENTS 


Statement of—Continued Page 
Murray, James, repesenting Interstate Commerce Commission---_- 150 
Newman, W illiam A., Associate Director of Audits, Office of the 

I i ae 161 
Oliver, Ely, economist and st itistician, Amalgamated Association of 

Street, Electric Railway, and Motor Coach “mployees of America_- 316 
Riley, George D., legislative repesentative, American Federation of 

Labor-C ongress of Industrial Organizs ations - ata ara eee 344 
Roberts, Edward A., consulting engineer, New Y ‘ork, Te Wig chaiencsate 277 
Rothman, Stuart, Solicitor, Department cnt oe, 273 
Savage, A. E., director, mechanical department, Capital Transit Co.. 436 
Scully, George J., member, Eisele and King, Libaire, Stout & Co., 

TUNE UN i ds ihn Sow ate dns 6 och, adic nea eT aac DE 527 
Spencer, Samuel, President, Board of Commissioners, District of 

Columbia___- iat ax op Ree aa tes cence eG 35, 84, 125, 448 
Stempil, I. William, vice president and assistant general counsel, 

Washington Rapid Transit System, Inc____..-.---.--------.--- 362 
Turner, Frank M., locomotive and car equipment department, General 

On avs ous oo chien eeieite die ate a iene a meh Aes 417 
Wirth, Conrad L., Director, National Park Service, Department of 

the Interior ____-- 2 win ba a aaa eae aol cs. tibiae ah le inleataa earns 440 


Additional information submitted for the record by - 


Amalgamated Association of Street, Electric Railway, and Motor 


Coach, Employees of America: Proposed amendment to 8. 3073__. 317 
Associated Taxicab Operators, Inc., proposed amendment to H. R. 

WE sc cnomen Said the hades Kos Miedema ak Rae aeR 346 
B. & F. Transport: ation, Ine., letter from Albert W. Ambs, assistant 

cashier, First National City NS Bh oy ae ne 461 


District of Columbia Board of Commissioners: 
Capital Transit Co., taxes assignable to transportation operations 
as reported for the vears 1946-55, payable to the District of 


Columbia and Federal Government, table - - - ahi a 106 
General Motors Corp., letter from W. R. Davi is, district repre- 

sentative, GMC Truck and Coach Division._____..-.-.----_. 127 
Letter to Hon. John L. McMillan, from Samuel Spencer, presi- 

dent _ _- sas banat la taal a lela lanes eta bn aE asa tegen te 36 


Letters to Hon. Sam R: iyburn, from Samuel Spencer, president.. 90,408 
Mack Motor Truck Corp., letter from L. E. Minkel, vice presi- 


SONS oo snieaticteieeinientenit nat adicaid Mee Adee Y ities mb olehanant hw ttenrecets 128 
Memorandum in re data relating to sections 14 and 17 of 8. 3073, 
establishing the Washington Metropolitan Transit Authority._. 100 


Memorandum in re personnel practices of certain Federal agencies 
with particular reference to the fixing of wages, collective bar- 
gaining, and the arbitration of labor disputes____-_-_.....--- 115 
Memorandum in re (a) power of the Government to authorize 
the taking by eminent domain of personal property; and (6) 


power to condemn part of the property of a utility._.....---- 412 
Memorandum on power of Congress to impair obligations of its 
CIN inner en en aden ene cemeehamendan~ eo spbeaciglce bdo 103 
Precedents for the W ashington Metropolitan Transit Authority 
Ee kn ide ceded tin aeenekendnebnwdnenendealeee We ae 86 
District of Columbia Federation of Citizens Associations, report and 
resolution of public utilities committee _____.--.....------------ 399 
District of Columbia Public Utilities Commission: 
Invitation to submit applications for public transit system__--.-- 50 
Letter to Hon. John { MeMillan, from George E. C. Hayes, 
RIN 8 Sie ivensuin tid icoah dn matic so ebb ahd cements ous pate 57 
Memorandum in re decline in revenue passengers carried by 
TEE 5 in a cinde nn KtOkweenccenueune anes wap 454 
ECR BOO AEE Gs, COR adh sak) <4 <bean sh mesh ames 81 
i Yk! Se eee ee ee eee 66 
Study of General Electric Co. report, by Mr. Sonnenberg- ----~- 451 
General Electric Co., letters from R. “B. Johnston......<:-.i0.- 418, 419 
Goodman, Tiilierd 34., lester TeGiliaéicciinend ode ddienndi oskupues Je 396 


Harris, Hon. Oren: Capital Transit Co. report on conversion of 
street railway operations to motorbus, by W. C. Gilman & Co_... 287 


ates 


aeeteas 


CONTENTS Vv 


i Additional information submitted for the record by—Continued Page 

: Hyde, Hon. DeWitt S.: 

Proposed amendments__._-_____--.---_- saith Sia aa ake eae Tana 352 

| Statement of, re Kampelman plan cai 456 
Progressive Citizens Association of Georgetown, letter from Franz M. 

Oppenheimer, chairman, public utilities committee___- C= 393 


Richmond, Fredericksburg & Potomac Railroad Co., letter from 


. Hamilton and Hamilton, attorneys_...______- State 247 
{ Roberts, Edward A.: 

' Memorandum in re detail of operating expenses and taxes, ex- 
) clusive of operators’ wages and gross receipts taxes, for the 4 

i months January-April 1955._______- rasa la ms canine ah ate 312 
Preliminary analysis of effect of 100 percent bus operation of 

Capital Transit Co. on operating expenses and rate base___-- 283 
Ratio of streetcars to total transit vehicles in the United States 

compared to Capital Transit Co., 1926-54, chart__.________- 281 

Southern Railway Co., letter from Hamilton and Hamilton, attorneys. 247 

"Vea eh, 5. Ee. 160ter OM 4 635 8.“ ow es 2 ee ee 405 
Washington Terminal Co., letters from Hamilton and Hamilton, 

SINS ois ui cin anc ake eae ued ea a ae 246, 247 








- a Fe NaC Roe ERI See ner Ri RRC RACINE 





eer 


WASHINGTON (D. €.) METROPOLITAN 
TRANSIT AUTHORITY 


MONDAY, FEBRUARY 20, 1956 


Houser or RepresENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
INTERSTATE AND Foreign CoMMERCE, 
Washington, D.C. 

The committee met, at 10 a. m., pursuant to call, in room 1334, New 
House Office Building, Hon. Oren Harris (chairman of the subcom- 
mittee) presiding. 

Mr. Harris. The committee will come to order. 

The committee this morning meets on a very important problem. 
It is a problem that has been running now for some time. It is one 
that has occupied the time and attention and concern of the people 
of the District of Columbia as well as the Congress since early in the 
last session. It has, of course, been the fervent hope of the members 
of this committee and other Members of Congress that the matter of 
transportation in the District of Columbia would have been settled 
under private operation long before this. In this respect we are quite 
disappointed that efforts to get something started that could be 
depended upon have not proved effective as yet. 

So, therefore, it becomes necessary, in view of the time limitation, 
that we proceed with efforts to bring this important matter to some 
kind of a resolution, in order that we may have transportation in this, 
the Nation’s Capital. 

This morning, in the light of the conditions that have developed, 
we are to conduct hearings on a bill that is sponsored by the District 
Commissioners, providing for the creation of transit authority that 
would succeed, next August, to all of the franchise rights presently 
exercised in the District of Columbia by the Capital Transit Co. 

We are fully aware of the importance of this question and the 
implications involved. As already indicated, we had this matter 
before us in the last session of Congress, as a "result of an unsettled 
strike, which deprived the citizens of the District of Columbia of 
transportation so vital to the continued conduct of their affairs. 

The Congress thought at that time it had resolved the problem when 
it passed legislation giving certain authority to the Commissioners, 
most of which authority the Commissioners had requested. Under 
the legislation the Commissioners succeeded in restoring transit opera- 
tions, but they have been unsuccessful in negotiations for a successor 
to the Capital Transit Co. 

Thus, the major issue of assured transportation facilities for the 
District is still unsettled. 

The Commissioners’ authority to resolve the problem under the 
legislation passed during the last session expires August 14. And 
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without any program as yet having been worked out providing con- 
tinued transportation. I, as others, have waited even as late as this 
morning to have some report that progress on a voluntary program 
was being made. As yet that has not come forth. Therefore, we 
have this proposal before us. As it became more obvious each day 
that something had to be done, I introduced the bill, and I stated 
at that time that we would endeavor to adjust the heavy schedule of 
this committee in order to expedite the consideration of the problem 
This we have done. It will be our purpose to continue these hear- 
ings to an early completion, even if it takes some afternoon and night 
sessions. We certainly hope to conclude the hearings this week. 

It will be our purpose to go into all phases of the local transit situa- 
tion and consider the proposal of the Commissioners for a transit 
authority. 

We understand there are several contenders that are willing to take 
over the franchise. We will endeavor to complete the development of 
this or dissipate it during these hearings. 

I want to observe, or announce, that the clerk of the District of 
Columbia Committee of the House of Representatives has been re- 
quested to come in to sit with us during these hearings because from 
all of the reports we have had, we can never tell what turn it will take. 

We will have our own staff available to give us information as well 
as the Legislative Counsel for the House of Representatives. 

So we are prepared with an excellent and experienced staff and the 
facilities of this committee, in cooperation with those who are inter- 
ested, and who have sponsored it in the District government, to do 
what I believe will be a good job. 

A number of witnesses will be heard. We have invited out-of-town 
witnesses. We must find out something about this proposal, where 
it came from, the experience of those who have suggested it; how it 
has worked out in those localities; the financing problem, which is 
terrific ; and other important matters which are necessary in connection 
with the proposal. 

(H. R. 8901 and H. R. 8947 and Department reports are as follows :) 


[H. R. 8901, 84th Cong., 2d sess.] 


A BILL To provide for an adequate and economically sound transportation system or 
systems to serve the District of Columbia and its environs; to create and establish a 
public body corporate with powers to carry out the provisions of this Act; and for 
other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That this Act may be cited as the ‘“Washing- 

ton Metropolitan Transit Authority Act”. 


GENERAL PURPOSES 


Sec. 2. It is hereby declared to be a matter of legislative determination that 
the Washington Metropolitan Area (as such term is hereinafter defined) is a 
community integrated economically and geographically with its center in the 
city of Washington, District of Columbia, and that the District of Columbia 
is the seat of the Government of the United States which is the largest single 
employer of persons resident within said Washington Metropolitan Area; that 
an adequate and economically sound transportation system or systems serving 
said Washington Metropolitan Area is essential to (1) the proper functioning of 
the Government of the United States; (2) commerce among the several States, 
and among such States and the District of Columbia; (3) the health, welfare, 
and safety of the public, including the civilian and military personnel and the 
Defense Establishment of the Government of the United States located in the 
District of Columbia and the Washington Metropolitan Area; and (4) the 
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National Defense; that operation of the Capital Transit Company, the operator 
of the principal transportation system located within the Washington Metro- 
politan Area, will cease August 14, 1956, consequent upon repeal of its franchise 
rights and charter by Public Law 389, Eighty-fourth Congress (69 Stat. 724); 
that the Congress finds the establishment of an adequate transportation system 
to operate in the Washington Metropolitan Area, commencing August 15, 1956, 
as a replacement for Capital Transit Company, cannot be accomplished by the 
ordinary operations of private enterprise without public participation; that to 
these ends it is necessary to enact the provisions hereafter set forth and to 
create and establish a public body corporate with powers to acquire, extend, 
improve, and operate an adequate transportation system or systems in the 
Washington Metropolitan Area to provide service at reasonable rates for the 
residents of the Washington Metropolitan Area; that such public body should 
have the exclusive permission and franchise to operate a transportation system 
or systems within the District of Columbia, except for such permissions and 
franchises (other than those of Capital Transit Company) as are in existence 
as of the date of enactment of this Act; and that the acquisition, extension, 
improvement and operation of a transportation system or systems by the public 
body corporate hereinafter create, all as provided in this Act, is hereby declared 
to be a public use and purpose. 


DEFINITIONS 


Sec. 3. The following terms whenever used or referred to in this Act, shall, 
for the purposes of this Act and unless a different intent clearly appears from 
the context, be construed as follows: 

(a) “Authority” means the Washington Metropolitan Transit Authority 
established by section 4 of this Act. 

(b) “Board” means the Board of Directors of the Authority. 

(c) “Transportation system’ means all of the facilities, plants, equipment, 
real property, personal property, franchises, and rights of whatever nature 
useful for the transportation of passengers for hire, except taxicabs and sight- 
seeing buses and transportation facilities extending beyond the boundaries of 
the Washington Metropolitan Area, and includes, without limitation, street 
railways, elevated railroads, subways, underground railroads, motor vehicles, 
trolleys, trackless trolley buses, motor buses and any combination thereof, or 
any other form of mass passenger transportation. 

(d) “Washington Metropolitan Area” means and embraces all of the terri- 
tory in the District of Columbia, in the cities of Alexandria and Falls Church 
and the counties of Arlington and Fairfax in the Commonwealth of Virginia, 
and in the counties of Montgomery and Prince Georges in the State of Maryland. 

(e) “Bonds” means any bonds, interim certificates, certificates of indebtedness, 
equipment obligations, notes, debentures, or other obligations of the Authority 
issued pursuant to the provisions of this Act. 

(f) “Revenues” means all fares, tolls, rates, rentals, fees, charges, and other 
income from the operation of a transportation system by the Authority. 

(g) “Real property” includes lands, structures, and any and all easements, 
franchises, and incorporeal hereditaments, and every estate and right therein, 
legal or equitable, including terms for years, chattels real, and liens by way of 
judgments, mortgages, or otherwise. 

(h) “Obligee of the Authority” or “obligee” includes any bondholder, trustee, 
or trustees for any bondholders, any lessor demising to the Authority property 
used in connection with a transportation system, or any assignee or assignees 
of such lessor’s interest or any part thereof, and the United States of America 
or any agency or instrumentality thereof when it is a party to any contract with 
the Authority. 


CREATION OF AUTHORITY 


Sec. 4. (a) There is hereby created a public body corporate of perpetual dura- 
tion to be known as the “Washington Metropolitan Transit Authority”, which 
shall be an agency and instrumentality of the District of Columbia, the powers 
of which shall be vested in and exercised by the Board of Directors thereof con- 
sisting of five members who shall be residents of the Washington Metropolitan 
Area. The Directors of the Authority shall be appointed by the Commissioners 
of the District of Columbia and shall hold office as hereinafter provided, unless 
sooner removed by the said Commissioners. The said Commissioners may re- 
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move any Director of the Authority in case of incompetency, neglect of duty, 
malfeasance in office, or conviction of a crime. The members of the first Board 
shall be appointed for terms expiring on the thirty-first day of March 1958, 1959, 
1960, 1961, and 1962, respectively. All successors shall be appointed for and hold 
office for the term of five years beginning on the first day of April of the year in 
which they are appointed, except in case of an appointment to fill a vacancy 
where the appointment shall be made for the unexpired term. A Director shall 
hold office until his successor has been appointed and has qualified. Each Direc- 
tor shall receive compensation, as may be fixed by the Board, for attendance at 
each meeting of the Board, but shall not receive more than $3,600 in any one 
year of service measured from the date of appointment, except that each Di- 
rector serving during the first three hundred and sixty-five days dating from 
the date of organization of the Board shall be entitled to receive not more than 
$5,000. A Director shall be entitled to reimbursement for all necessary expenses, 
including traveling expenses, incurred in the discharge of his duties. No Di- 
rector, officer, or employee of the Authority shall have any private financial 
interest in any control, work or business of the Authority, nor in the transfer 
of any property or rights in property to or from the Authority. 

(b) Three Directors shall constitute a quorum of the Board for the purpose 
of conducting its business and exercising its powers and for all other purposes. 
Action may be taken by the Authority upon a vote of a majority of the Directors 
present, unless the bylaws of the Authority shall require a larger number, As 
soon as possible after:the appointment of the initial Directors, the Board shall 
meet and organize for the transaction of business, select a Chairman and Vice 
Chairman from among its own number and adopt bylaws, rules and regulations 
to govern its proceedings. Thereafter, the Board shall at least biennially elect 
a Chairman and Vice Chairman. The Authority may delegate to one or more of 
its Directors, officers, agents, or employees such powers or duties as it may deem 
proper. Regular meetings of the Board shall be held at least once in each 
calendar month, the time and place for such meetings to be fixed by the Board. 
All resolutions and proceedings of the Authority and all documents and records 
in its possession shall be public records and open to public inspection, except 
such documents and records as shall be kept or prepared by the Authority for 
use in negotiations, actions, or proceedings to which the Authority is a party. 
Any Director may resign from his office, to take effect when his successor has 
been appointed and has qualified. 

(c) Pending the appointment, qualification, and organization of the Board 
of Directors pursuant to this section 4, the Board of Commissioners of the Dis- 
trict of Columbia, with two of said Commissioners constituting a quorum, are 
authorized and directed to function as such Board and to exercise and perform 
all of the authority, rights, powers, and duties granted to and imposed upon the 
Authority by this Act for the establishment of an adequate transportation sys- 
tem or systems in the Washington Metropolitan Area. The Authority and the 
Board shall be obligated to and bound by all actions, proceedings, and contracts 
taken, authorized or entered into by the Board of Commissioners of the District 
of Columbia while functioning as such Board. The power and right of the 
Board of Commissioners of the District of Columbia to function as the Board 
shall cease upon the close of the organization meeting of the Board at which 
the Chairman and Vice Chairman of the Board are elected and its bylaws 
adopted. 

POWERS OF AUTHORITY 


Sec. 5. The Authority shall constitute a public body corporate, exercising pub- 
lic and essential governmental functions, and shall have all the powers neces- 
sary or convenient to carry out and effectuate the purposes and provisions of 
this Act, and such other powers as may be conferred by Congress, without re- 
gard to any other provisions of law except as otherwise provided in this Act, 
including the following powers in addition to others herein granted : 

(a) To sue and be sued, to compromise and settle suits and claims of or against 
it, to complain and defend in its own name in any court of competent jurisdiction, 
State, Federal, or municipal, but execution shall not in any case issue against any 
property of the Authority; 

(b) To adopt, alter, and use a corporate seal which shall be judicially noticed ; 

(c) To adopt, prescribe, amend, repeal, and enforce bylaws, rules, and regula- 
tions for the exercise of its powers under this Act or governing the manner 
in which its business may be conducted and the powers granted to it by this 
Act may be exercised and enjoyed, including the selection of its officers and 
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provision for such committees and the functions thereof as it may deem 
necessary ; 

(d) To make, deliver, and receive contracts, deeds, leases, and other instru- 
ments and to acquire and take title to real and other property in its own name; 

(e) To maintain a principal office in the District of Columbia and suboffices 
at such place or places within the Washington Metropolitan Area as it may 
designate ; 

(f) To acquire, construct, own, operate, and maintain for public service a 
transportation system or systems in the Washington Metropolitan Area and 
to exercise all powers necessary or convenient in connection therewith; 

(g) To borrow money and make and issue bonds and other evidences of 
indebtedness or obligations for any of its corporate purposes, and to provide 
for the rights of the holders thereof as authorized by this Act; 

(h) To fix and revise from time to time and charge and collect fares, tolls, 
rates, rentals, fees, and charges for the use of a transportation system and 
the services and facilities furnished thereby or by any part thereof; 

(i) To appoint and employ such officers, agents, employees, consulting 
engineers, attorneys, accountants, appraisers, construction and financial experts, 
and consultants, and such other experts, consultants, and agents for such 
periods as may be necessary in its judgment, to fix their compensation, and 
to determine the services to be performed by them on behalf of the Authority 
and the manner in which such services are to be performed; 

(j) To receive and accept from the United States of America, any Federal 
instrumentality or agency thereof, the District of Columbia, or any State or 
political subdivision thereof, grants and contributions for or in aid of the 
acquisition, construction, ownership, operation, or maintenance of any trans- 
portation system, and to receive and accept aid or contributions from any 
source of either money, property, labor, or other things of value, to be held, 
used or applied only for the purposes for which such grants and contributions 
may be made; 

(k) To apply for, receive and accept franchises, licenses, grants, permits, 
and other rights to operate a transportation system, or part thereof, in the 
Washington Metropolitan Area beyond the limits of the District of Columbia, 
from any State, municipality, or other political subdivision thereof, or from 
any agency, instrumentality, board, commission, or officers of any such State, 
municipality, or other political subdivision, and to comply with the terms and 
conditions of any such franchise, license, grant or permit; 

(1) To enter into contracts and agreements with the operators of one or 
more transportation systems within the Washington Metropolitan Area to 
provide for the transportation of passengers for hire, and, within the District 
of Columbia and such other area or areas wherein consent therefor shall be 
given, to determine all fares, schedules, routings, and changes therein, and 
conditions of service of any such transportation system; 

(m) To procure and enter into contracts for any type of insurance and 
indemnity against loss or damage to property from any cause, including loss 
of use or occupancy, against death or injury of any person, against employers’ 
liability, against any act of any director, officer, or employee of the Board or 
of the Authority in the performance of the duties of his office or employment 
or any other insurable risk; 

(n) To enter into contracts and agreements with any persons, firms, or 
corporations providing for the operation and maintenance of all or any part 
of any transportation system of the Authority and to prescribe the terms and 
conditions of such contracts and agreements with respect to such operation 
and maintenance; 

(o) To do all things necessary or convenient to carry out the powers expressly 
granted by this Act. 


ACQUISITION AND USE OF PROPERTY 


Sec. 6. (a) The Authority shall have power to acquire in its own name, by 
purchase, lease, gift, or otherwise, on such terms and conditions and in such 
manner as it may deem proper, or by the exercise of the power of eminent domain 
to the extent authorized by this Act or the law of any State, all or any part 
of the facilities, plant, equipment, property, rights in property, reserve funds, 
employees’ pension or retirement funds, special funds, franchises, licenses, 
patents, permits, papers, documents and records of any transportation system 
within the Washington Metropolitan Area. The Authority shall also have 
power to acquire in its own name, by purchase, lease, gift, or otherwise, on 
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such terms and conditions and in such manner as it may deem proper, or by 
the exercise of the power of eminent domain to the extent authorized by this 
Act or the law of any State, any property and rights useful for its purposes. 
and to sell, lease, transfer, or convey any property or rights when no longer 
useful or exchange the same for other property or rights which are useful 
for its purposes. 

(b) In exercising the aforesaid powers to acquire a transportation system the 
Authority is hereby authorized to acquire the capital stock of the corporation own- 
ing such transportation system and the Board and the officers and agents of the 
Authority are hereby authorized to act as the officers and board of directors 
thereof for the purpose of transferring the property and assets of such corpora- 
tion to the Authority and for the purpose of liquidating the liabilities thereof 
and dissolving the same. 

(c) The Authority shall also have power to enter into contracts and agreements 
for the joint use of any property and rights by the Authority and any public 
utility, including railroads operating within the Washington Metropolitan Area; 
to enter into contracts and agreements with the operator of any transportation 
system either within or without the Washington Metropolitan Area for the use 
or the joint use of any property of the Authority or of such transportation system, 
or for the establishment of through routes, joint fares, and transfer of passengers 
upon such terms and conditions as may be agreed upon between the Authority 
and such operator of the transportation system. 


POWER OF EMINENT DOMAIN 


Seo. 7. (a) Subject to and in accordance with the procedures, conditions, limi- 
tations, and other provisions of this Act, the Authority is hereby granted and 
shall have the power to acquire by eminent domain real property or personal 
property, tangible or intangible, situated or having a legal situs in the District 
of Columbia or any interest therein. Such power and right shall exist with 
respect to private property devoted to any private or public use which is neces- 
sary for the purposes of the Authority, except property of a railroad or public 
utility operating transportation facilities extending beyond the boundaries of 
the Washington Metropolitan Area which property is required for the operation 
of such transportation facilities of such railroad or public utility. 

(b) Proceedings for the acquisition of real and personal property or any in- 
terest therein, brought pursuant to this section, shall be brought in the name of 
the Authority by counsel for the Authority. Title to such property shall be taken 
by and in the name of such Authority. 

(c) Except as herein otherwise provided, condemnation proceedings for the 
acquisition of such real or personal property, or any interest therein, shall be 
instituted and conducted in the United States District Court for the District of 
Columbia which court shall have jurisidiction of such proceedings and such 
proceedings shall be prosecuted in accordance with the procedure in proceedings 
instituted and conducted in the name of the United States. 

(d) (1) In any such proceeding brought pursuant to this section, the Authority 
may file with the complaint, or at any time before judgment, a declaration of 
taking signed by the Chairman or Vice Chairman of the Board declaring that 
such real or personal property or any interest therein, described in the complaint, 
is thereby taken for the use of the Authority. Said declaration of taking shall 
contain or have annexed thereto— 

(A) a statement of the public purpose for which such property or any 
interest therein is taken ; 

(B) a description of the property, or any interest therein taken, sufficient 
for identification thereof ; 

(C) a statement of the estate or interest in said property taken for said 
public use ; 

(D) a plan showing the lands, if any, taken ; and 

(E) a statement of the sum estimated by the Authority to be just com- 
pensation for the property or interest therein taken. ; 

(2) The Authority shall specify in such declaration of taking the date when 
title to such property shall vest in the Authority and the date or dates when 
possession of such property shall be surrendered to the Authority. 

(3) The Authority shall, prior to or on the date specified in the declaration 
for the vesting of title to such property in the Authority, deposit in the registry 
of the court, to the use of the persons entitled thereto, the amount of the esti- 
mated compensation stated in said declaration, and title to said real or personal 
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property in fee simple absolute, or such less estate or interest therein as is 
specified in said declaration, shall vest in the Authority upon the date specified 
in said declaration and said real and personal property shall be deemed to be 
condemned and taken for the use of the Authority, and the right to just com- 
pensation for the same shall vest in the persons entitled thereto; and said 
compensation shall be ascertained and awarded in said proceedings and estab- 
lished by judgment therein, and the said judgment shall include, as part of the 
just compensation awarded, interest at the rate of 6 per centum per annum on 
the amount finally awarded as the value of the property as of the date of taking, 
from said date to the date of payment; but interest shall not be allowed on so 
much thereof as shall have been paid into the registry. No sum so paid into 
the registry shall be charged with commissions or poundage. 

(4) Upon the application of the party or parties in interest, the court may 
order that the money deposited in the registry of the court, or any part thereof, 
be paid forthwith for or on account of the just compensation to be awarded in 
said proceedings. If the compensation finally awarded in respect of such property 
or any part thereof shall exceed the amount of the money so deposited, the court 
shall enter judgment against the Authority for the amount of the deficiency. If 
the compensation finally awarded in respect of such property or any part thereof, 
shall be less than the amount of the money so deposited, the court shall have 
the power to enter judgment against the party or parties entitled to receive the 
money so deposited for the amount representing the difference between the amount 
deposited and the amount awarded by the jury as just compensation, and writs 
of execution may be issued thereon within the same time and have the same 
effect as liens, and shall be executed and returned in the same manner as if issued 
upon a common-law judgment. 

(5) The court shall order possession of such property to be surrendered to the 
Authority at the time or times specified by the Authority in such declaration and 
shall enter any and all orders and take other necessary action to carry out the 
intent and purposes of this Act. 


CONTROL AND USE OF PUBLIC WAYS 


Sec. 8. (a) The Authority shall have the power where necessary in the construc- 
tion, reconstruction, extension, improvement, operation, or maintenance of any 
transportation system, to require persons, firms, or corporations owning or oper- 
ating public utility structures, facilities, or appliances in, upon, under, over, 
across, or along the public roads, streets, or other public ways in the District of 
Columbia in which the Authority has the right to own, construct, operate, or 
maintain transportation facilities, to remove or relocate such public utility 
structures, facilities, and appliances. The cost of the required removal or 
relocation of such public utility structures, facilities, and appliances shall be 
paid by the Authority: Provided, That no payment by the Authority shall be 
required for any improvement or increase in capacity made in such public utility 
structures, facilities, or appliances as an incident or result of the relocation or 
removal. The amount of any such improvement or increase in capacity shall 
be determined by agreement between the Authority and the utility affected. In 
default of agreement between the Authority and the utility affected, the removal 
and relocation shall be on such terms and conditions as may be imposed by the 
regulatory authority having jurisdiction over the utility at the site of the 
removal or relocation. If any person, firm, or corporation owning or operating 
public utility structures, facilities, and appliances fails or refuses so to remove 
or relocate them, the Authority may remove or relocate them and the cost thereof 
shall be determined as above provided. 

(b) The Authority shall have the right, but not exclusive of the public right, 
to use any public road, street, highway or other public way in the District of 
Columbia for the transportation of passengers, and to establish, maintain and 
eperate a transportation system, in, upon, under, over, across, or along any such 
public road, street, highway, or other public way. 


POWER TO USE BONDS 


Sec. 9 (a) The Authority shall be empowered and is hereby authorized from 
time to time to issue its negotiable bonds for any of its corporate purposes includ- 
ing the payment of the cost of acquiring any transportation system (including 
any cash funds, or investments thereof, of such system maintained by the owner 
or operator thereof in connection with such ownership or the operation, main- 
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tenance, depreciation, or replacement of such transportation system) and for 
acquiring necessary cash working funds, or for acquiring, constructing, recon- 
structing, extending, or improving a transportation system, or any part thereof, 
and for acquiring any property and equipment useful for the construction, recon- 
struction, extension, improvement or operation of a transportation system, or 
any part thereof. The Authority shall also have power from time to time when- 
ever it deems refunding expedient, to refund any bonds by the issuance of new 
bonds, whether the bonds to be refunded shall have or have not matured, and 
may issue bonds partly to refund bonds outstanding and partly for any of its 
corporate purposes. 

(b) The principal and interest on such bonds shall be payable out of any moneys 
or revenues of the Authority available under the provisions of this Act, subject 
only to any agreements with the holders of particular bonds pledging any par- 
ticular moneys or revenues. 

(c) All bonds issued under the provisions of this Act shall have and are hereby 
declared to have all the qualities and incidents of negotiable instruments under 
the negotiable instruments law of the District of Columbia. 

(d) Prior to the preparation of definitive bonds, the Authority may issue its 
temporary or interim bonds or receipts, with or without coupons, exchangeable 
for definitive bonds when such bonds shall have been executed and are available 
for delivery. 

(e) Bonds shall be authorized by resolution of the Authority and shall bear such 
dates, mature at such times, bear interest at such rate or rates not exceeding 
six per centum per annum, be in such denominations, be in such form either 
coupon or registered, carry such registration and reconversion privileges, be pay- 
able in such medium of payment and at such place or places and be subject to 
such terms of redemption with or without premium, as such resolution or 
resolutions may provide. 

(f) All bonds shall be signed by the Chairman or Vice Chairman of the Board 
or by their facsimile signatures, and the official seal of the Authority shall be 
affixed thereto and attested by such officer of the Authority as the Board shall 
designate, and any coupons attached thereto shall bear the facsimile signature 
of the Chairman or Vice Chairman of the Board. In case any officer whose 
signature or facsimile of whose signature shall appear on any bonds or coupons 
shall cease to be such officer before the delivery of such bonds, such signature or 
such facsimile shall nevertheless be valid and sufficient for all purposes the same 
as if he had remained in office until such delivery. 

(g) The Authority may sell any such bonds in such manner and for such 
price as it may determine to be for the best interest of the Authority. 

(h) Any resolution of the Authority authorizing the issuance of bonds may 
appoint a trustee or trustees, a paying agent or paying agents, or such other 
fiduciaries as the Authority may deem necessary. Any trustee, paying agent or 
other fiduciary so appointed may be any trust company or bank having trust 
powers within or without the District of Columbia, and the Authority shall 
have power to determine and contract with respect to the powers, functions, 
duties and compensation of any such trustee, paying agent or other fiduciary 
notwithstanding any other provision of law. 


PROVISION FOR SECURING BONDS 


Sec. 10. (a) In order to secure the payment of its bonds, the Authority shall 
have power in the resolution authorizing the issuance thereof, or in the trust 
agreement securing such bonds (which shall constitute a contract with the holders 
thereof )— 

(1) to pledge all or any part of its revenues to which its right then 
exists or may thereafter come into existence, and the moneys derived there- 
from and the proceeds of bonds and any other moneys available to the 
Authority under the provisions of this Act, with the exception of moneys 
advanced by the Commissioners of the District of Columbia ; 

(2) to covenant against pledging all or any part of its revenues, or 
against mortgaging all or any part of its real or personal property then 
owned or thereafter acquired, or against permitting or suffering any lien 
on such revenues or property, to covenant with respect to limitations on 
any right to sell, lease, or otherwise dispose of any transportation system 
or any part thereof, or any property of any kind ; 

(3) to covenant as to the bonds to be issued and the limitations thereon 
and the terms and conditions thereof and as to the custody, application, 
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investment, and disposition of the proceeds thereof, and to covenant as to 
the issuance of additional bonds or as to limitations on the issuance of addi- 
tional bonds and on the incurring of other debts by it; 

(4) to covenant as to the payment of the principal of or interest on the 
bonds, or any other obligations, as to the sources and method of such 
payment, as to the rank or priority of any such bonds or other obligations 
with respect to any lien or security or as to the acceleration of the maturity 
of any such bonds or other obligations ; 

(5) to provide for the replacement of lost, destroyed, or mutilated bonds; 

(6) to covenant against extending of time for the payment of bonds or 
the interest thereon ; 

(7) to covenant as to the redemption of bonds and the privileges of 
exchange thereof for other bonds of the Authority ; 

(8) to covenant as to the rates of tolls and other charges to be established 

and charged, the amount to be raised each year or other period of time 
by fares, tolls, rates, rentals, fees, or other charges, and as to the use and 
disposition to be made thereof; to create or authorize the creation of special 
funds or moneys to be held in pledge or otherwise for construction, operating 
expenses, depreciation, payment or redemption of bonds, reserves, or other 
purposes and to covenant as to the use, investment, and disposition of the 
moneys held in such funds; 

(9) to establish the procedure, if any, by which the terms of any contract 
or covenant with or for the benefit of the holders of bonds may be amended 
or abrograted, the amount of bonds the holders of which must consent 
thereto, and the manner in which such consent may be given; 

(10) to covenant as to the maintenance of its real and personal property, 
the replacement thereof, the insurance to be carried thereon and use and 
disposition of insurance money ; 

(11) to provide for the rights and liabilities, powers, and duties arising 
upon the breach of any covenant, condition, or obligation; to prescribe the 
events of default and the terms and conditions upon which any or all of 
the bonds shall become due or may be declared due and payable before 
maturity and the terms and conditions upon which any such declaration and 
its consequences may be waived; 

(12) to vest in a trustee or trustees such property, rights, powers, and 
duties in trust for the holders of bonds as the Authority may determine; to 
limit or abrogate the rights of the holders of such bonds to appoint such 
trustee, or to limit the rights, duties, and powers of such trustee ; 

(18) to limit the rights of holders of bonds to enforce any pledge or cove- 
nant securing the bonds; and 

(14) to make covenants other than, or in addition to, the covenants herein 
expressly authorized and of like or different character and to make such 
covenants to do such acts and things as may be necessary, convenient, or 
desirable in order to better secure the bonds, or which, in the discretion of the 
Authority, will tend to make the bonds more marketable, notwithstanding 
that such covenants, acts or things may not be enumerated herein. 

(b) Any pledge of revenues or moneys made by the Authority shall be valid 
and binding from the time when the pledge is made, and the revenues or other 
moneys so pledged and thereafter received by the Authority shall immediately 
be subject to the lieu of such pledge without any physical delivery thereof or fur- 
ther act. Neither the resolution nor any other instrument by which a pledge is 
created need be filed or recorded, unless specifically required by the provisions 
of this Act, except in the records of the Authority. 

(c) Bonds may be issued under the provisions of this Act by the Authority 
without obtaining the consent of any department, division, commission, board, 
bureau, agency, or officer of the District of Columbia or of the United States of 
America, and without any other proceeding or the happening of any other con- 
ditions or things than those proceedings, conditions, or things which are specifi- 
cally required by this Act. 

(d) Moneys of the Authority or moneys held in pledge or otherwise for the 
payment of the bonds or in any way to secure bonds and deposits of such moneys 
may be secured in such manner as the Authority may require and it shall be 
lawful for all banks and trust companies incorporated under the laws of the 
United States of America which may act as depositary of any such funds to fur- 
nish such indemnifying bonds or to pledge such securities as may be required by 
the Authority; and the Authority shall not be required to maintain any of its 
moneys or funds in or with, or deposit the same in, the Treasury of the United 
States. 
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(e) Neither the directors of the Authority nor any person executing bonds 
shall be liable personally on the bonds or be subject to any personal liability or 
accountability by reason of the execution or issuance thereof. 

(f) The Authority shall have power to purchase bonds out of any funds avail- 
able therefor. The Authority may hold, cancel or resell such bonds subject to and 
in accordance with agreements with holders of its bonds. 

(g) In order to secure the payment of its bonds or other obligations, the 
Authority may mortgage or pledge all or any part of its real or personal property 
then owned or thereafter acquired in such manner as in its absolute discretion 
it shall provide. 

REFUNDING BONDS 


Sec. 11. (a) The Authority is hereby authorized to provide by resolution for 
the issuance of refunding bonds of the Authcrity for the purpose of refunding any 
bonds or other obligations then outstanding which shall have been issued under 
the provisions of this Act, including the payment of necessary expenses incurred 
in the refunding, any redemption premium thereon, and any interest accrued or 
to accrue to the date of redemption of such bonds, and, if deemed advisable by 
the Authority, for the additional purpose of paying the cost of acquiring, con- 
structing, reconstructing, extending, or improving its transportation system, or 
any part thereof, in connection with which the bonds to be refunded shall have 
been issued. 

(b) The Authority is further authorized to provide by resolution for the issu- 
ance of its bonds for the combined purpose of (1) refunding any bonds or other 
obligations then outstanding which shall have been issued under the provisions 
of this Act, including the payment of necessary expenses incurred in the refund- 
ing, any redemption premium thereon, and any interest accrued or to accrue to 
the date of redemption of such bonds, and (2) paying all or any part of the cost 
of acquiring, constructing, reconstructing, extending, or improving any transpor- 
tation system. The issuance of such refunding bonds, and the details thereof, 
and the rights, duties, and obligations of the Authority in respect to the same, 
shall be governed by the provisions of this Act relating to the issuance and secur- 
ing of original bonds insofar as the same shall be applicable. 


EQUIPMENT TRUST CERTIFICATES 


Sec. 12. (a) The Authority shall have power to execute ugreements, leases, 
and equipment trust certificates with respect to the purchase of facilities or equip- 
ment such as ears, trolley buses, and motorbuses, in the form customarily used 
in such cases and appropriate to effect such purchase, and may dispose of such 
equipment trust certificates in such manner as it may determine to be for the best 
interests of the Authority. All moneys required to be paid by the Authority under 
the provisions of such agreements, leases, and equipment trust certificates shall 
be payable solely from the revenue to be derived from the operation of the trans- 
portation system or from such grants and loans as may be available to the 
Authority under the provisions of this Act. Payment for such facilities or equip- 
ment, or rentals thereof, may be made in installments, and the deferred install- 
ments may be evidenced by equipment trust certificates as aforesaid, and title to 
such facilities or equipment may not vest in the Authority until the equipment 
trust certificates are paid. 

(b) The agreement to purchase facilities or equipment by the Authority may 
direct the vendor to sell and assign the equipment to a bank or trust company, 
duly authorized to transact business in the District of Columbia, or a national 
banking association organized under the laws of the United States of America 
and located within or without the District of Columbia, as trustee, for the 
_ benefit and security of the equipment trust certificates and may direct the trustee 
to deliver the facilities and equipment to one or more designated officers of 
the Authority and may authorize the trustee simultaneously therewith to execute 
and deliver a lease of the facilities or equipment to the Authority. 

(c) The agreements and leases shall be duly acknowledged before some per- 
son authorized by law to take acknowledgements of deeds and in the form re- 
quired for acknowledgement of deeds and such agreements, leases, and equipment 
trust certificates shall be authorized by resolution of the Board and shall con- 
tain such covenants, conditions, and provisions as may be deemed necessary 
or appropriate to insure the payment of the equipment trust certificates from 
the revenues to be derived from the operation of the transportation system and 
other funds. 
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(d) The covenants, conditions, and provisions of the agreements, leases, and 
equipment trust certificates shall not conflict with any of the provisions of any 
resolution or trust agreement securing the payment of bonds or other obliga- 
tions of the Authority then outstanding or conflict with or be in derogation of 
the rights of the holders of any such bonds or other obligations. 

(e) An executed copy of each such agreement and lease shall be filed in the 
office of the Recorder of Deeds, District of Columbia, who shall be entitled to 
receive $1 for each such copy filed with him and which filing shall constitute 
notice to any subsequent judgment creditor or any subsequent purchaser. Each 
vehicle so purchased and leased shall have the name of the owner and lessor 
plainly marked upon both sides thereof, followed by the words “owner and 
lessor.” 

BONDS TO BE OBLIGATIONS OF AUTHORITY ONLY 


Sec. 13. Bonds issued under the provisions of this Act shall not constitute 
a debt or liability of the United States of America or of the District of Columbia 
or of any political subdivision of or municipality within the Washington 
Metropolitan Area, or a pledge of the faith and credit of the United States of 
America or the District of Columbia or of any political subdivision of or munici- 
pality within the Washington Metropolitan Area, but such bonds, unless re- 
funded by bonds of the Authority, shall be payable solely from the funds pledged 
or available for their payment as authorized herein. All such bonds shall con- 
tain on the face thereof a statement to the effect that the Authority alone is 
obligated to pay the same and the interest thereon and that neither the United 
States of America nor the District of Columbia nor any political subdivision 
of or municipality within the Washington Metropolitan Area is obligated to 
pay the same or the interest thereon and that neither the faith and credit nor 
the taxing power of the United States of America or the District of Columbia 
or any political subdivision of or municipality within the Washington Metro- 
politan Area is pledged to the payment of the principal of or interest on such 
bond. Nothing in this Act contained shall be construed to authorize the Authority 
to incur any indebtedness or liability on behalf of, or payable by, the United 
States of America or the District of Columbia. 


LEGISLATION TO CONSTITUTE CONTRACT 


Sec. 14. The United States of America pledges to and agrees with the holders 
of the bonds issued pursuant to the authority contained in this Act, that the 
Congress of the United States will not limit, alter or restrict the rights hereby 
vested in the Authority to plan, acquire, construct, reconstruct, extend or im- 
prove, maintain, manage, and operate its transportation system or systems 
within the Washington Metropolitan Area and to establish, fix, and collect such 
fares, tolls, fees, rentals, and other charges for use of and transit on such trans- 
portation system or systems, or portions thereof, so as to impair the obligation 
of the Authority to fulfill the terms of any agreements made with the holders 
of the bonds; nor will the Congress of the United States in any’way impair 
the rights, exemptions, or remedies of the holders of the bonds until the bonds, 
together with interest thereon, and with interest on any unpaid installment 
of interest and all cost and expenses in connection with any action or proceed- 
ings by or on behalf of the holders of the bonds, are fully paid and discharged. 


BONDS LEGAL INVESTMENTS 


Sec. 15. Notwithstanding any restrictions on investment contained in any 
other laws, all domestic insurance companies, and domestic insurance associa- 
tions, and all executors, administrators, guardians, trustees, and other fiduciaries 
within the District of Columbia, may legally invest any sinking funds, monies 
or other funds belonging to them or within their control in any bonds or other 
obligations issued pursuant to this Act, it being the purpose of this section to 
authorize the investment in such bonds or other obligations of all sinking, insur- 
ance, retirement, compensation, pension, and trust funds: Provided, That nothing 
contained in this section shall be construed as relieving any person, firm, or cor- 
poration from any duty of exercising reasonable care in selecting securities for 
purchase or investment. 


REMEDIES OF BONDHOLDERS 


Sec. 16. (a) Any holder of bonds issued under the provisions of this Act, 
or of any of the coupons appertaining thereto, and the trustee under any trust 
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agreement, except to the extent the rights herein given may be restricted by the 
resolution authorizing the issuance of such bonds or by trust agreement, may, 
either at law or in equity, by suit, action, mandamus, or other proceedings, pro- 
tect and enforce any and all rights under the laws of the United States of 
America or of the District of Columbia or granted hereunder or under the 
resolution authorizing the issuance of such bonds or such trust agreement, and 
may enforce and compel the performance of all of such duties required by this 
Act or by such resolution or trust agreement to be performed by the Authority 
or by any officer thereof, including the fixing, charging and collecting of fares, 
tolls, fees, rentals, and other charges. 

(d) Any trustee under any trust agreement, and whether or not all bonds 
have been declared due and payable, shall be entitled as of right, in the event of 
default by the Authority in the terms, covenants and conditions contained in a 
resolution authorizing the issuance of bonds or a trust agreement, to the appoint- 
ment of a receiver, who may enter and take possession of the transportation 
system or systems of the Authority, or any part or parts thereof, the revenues 
or moneys from which are or may be applicable to the payment of the bonds, 
and operate and maintain the same, and collect and receive all revenues and 
other moneys thereafter arising therefrom in the same manner as the Authority 
or the Board might do, and shall deposit, disburse, and apply the same in the 
manner required by the resolution authorizing the issuance of such bonds or 
the trust agreement securing the same. In any suit, action, or proceeding by the 
trustee under a trust agreement, securing bonds, the fees, counsel fees, and ex- 
penses of such trustee, and of the receiver, if any, and all costs and disbursements 
allowed by the court shall be a first charge on any revenues of the Authority 
pledged under such trust agreement. 

(c) Nothing in this section or any other provision of this Act shall authorize 
any receiver appointed pursuant to this Act to sell, assign, mortgage, or other- 
wise dispose of any assets of any transportation system of the Authority, except 
in the manner and to the extent permitted or allowed under the trust agreement 
relating to such transportation system. It is the intention of this Act to limit 
the powers of such receiver to the operation and maintenance of any transpora- 
tion system of the Authority as the court shall direct and no holder of bonds of 
the Authority nor any trustee shall ever have the right in any suit, action, or 
proceedings at law, or in equity, to compel a receiver, nor shall any receiver ever 
be authorized or any court be empowered to direct the receiver to sell, assign, 
mortgage, or otherwise dispose of any assets of a transportation system of the 
Authority except in the manner and to the extent permitted or allowed under the 
trust agreement relating to such transportation system. 

(d) The Unied States District Court for the District of Columbia shall have 
jurisdiction of any suit, action, or proceeding by any trustee under a trust agree- 
ment, or other obligee of the Authority, in which an appointment of a receiver is 
requested. 

TAX EXEMPTION AND PUBLIC SERVICES 


Sec. 17. (a) The Authority, including but not limited to its franchise, reserves, 
surplus, loans, income, assets, and property of any kind and nature, shall be 
exempt from all taxes, special assessments, fees, and licenses now or hereafter 
imposed by the United States of America or by the District of Columbia, except 
taxes imposed under the Federal Unemployment Tax Act (Internal Revenue 
Code of 1954, chapter 23), and under the Federal Insurance Contributions Act 
(Internal Revenue Code of 1954, chapter 21); and contributions imposed on 
employers under the District of Columbia Unemployment Compensation Act, as 
amended (title 46, chapter 3, D. C. Code, 1951 edition). In lieu of taxes on 
motor vehicle fuel now or hereafter imposed for the benefit of the District of 
Columbia, the Authority shall pay to such District annually an amount of 
money equal to the taxes on motor vehicle fuel which would be payable by the 
Authority during the annual period if it were not exempted from such taxes: 
Provided, That such payment shall be made only to the extent that the revenues 
in each fiscal year shall be sufficient to make such payment in whole or in part 
after payment or provision has been made for all operating and maintenance 
expenses, taxes, if any, interest and principal and sinking fund payments on 
all fixed interest obligations, adequate provision for depreciation, and provision 
for such other payments and the establishment of such reserves as are required 
under any resolution of the Board authorizing the issuance of bonds or trust 
agreement securing the same, or contract of the Authority. 
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(b) Obligations, including interest thereon, issued by the Authority shall be 
exempt from all taxation now or hereafter imposed by the United States or the 
District of Columbia, with the exception of estate, inheritance, and gift taxes. 
Such obligations shall also be exempt from taxation by any State, Territory, or 
possession, or by any county, municipality or other municipal subdivision or 
taxing authority of any State, Territory, or possession of the United States. 

(c) In connection with any transportation system located wholly or partly 
within the District of Columbia, the District of Columbia may contract with the 
Authority and the Authority may agree to pay to the District of Columbia for 
special services, facilities, and improvements to be furnished by the District of 
Cvlumbia for the benefit of the Authority such amounts as may be agreed upon 
by the Authority and the Board of Commissioners of the District of Columbia. 
For the purpose of aiding and cooperating in the planning, undertaking, con- 
struction, reconstruction, extension, or improvement, maintenance, or operation 
of any transportation system, or any part thereof, located wholly or partly 
within the District of Columbia, the District of Columbia may, upon such terms, 
with or without consideration, as it may determine, do any and all things, neces- 
sary or convenient to aid and cooperate in the planning, undertaking, construc- 
tion, reconstruction, extension, or improvement, maintenance, or operation of 
such transportation system. The exercise by the District of Columbia of the 
powers herein granted may be authorized by resolution of the Board of Com- 
missioners of the District of Columbia. 


FUNDS AND FINANCIAL TRANSACTIONS OF THE AUTHORITY 


Sec. 18. (a) All moneys received pursuant to the authority of this Act, 
whether as proceeds from the sale of bonds or as reventes or otherwise, shall 
be deemed to be trust funds, to be held and applied solely as provided in this 
Act. The resolution authorizing the issuance of any bonds or the trust agree- 
ment securing such bonds shall provide that any officer with whom, or any bank 
or trust company with which, such moneys shall be deposited shall act as trustees 
of such moneys and shall hold and apply the same for the purposes hereof sub- 
ject to such regulations as this Act and such resolution or trust agreement may 
provide. 

(b) The Authority shall not be subject to the provisions of the Accounting 
and Auditing Act of 1950 (64 Stat. 834), the Government Corporation Control 
Act of 1945 (59 Stat. 597), as amended, or, notwithstanding any other provision 
of law, to any audit or review by the Comptroller General of the United States, 
but in lieu thereof the Authority shall employ a certified public accountant or 
accountants to establish an accounting system appropriate to the Authority’s 
operation, to perform such audits as are required for the orderly prosecution of 
the Authority’s business and operations, to prepare an annual fiscal report to be 
incorporated in the Authority’s annual report to the Congress, and to perform 
such other audits as the Board may deem necessary for the orderly prosecution 
of the business of the Authority. 


SERVICES AND RATES 


Sec. 19. (a) This Act, without regard to any other law of the United States 
oY America or of the District of Columbia, shall constitute full authority for the 
Authority to make all rules and regulations necessary for the governing of the 
operation of transportation systems of the Authority, and the Authority shall 
have full power to determine all schedules, routings and changes therein and 
conditions of service, except as provided in section 23 hereof. This Act, without 
regard to any other law of the United States of America or of the District of 
Columbia, shall also constitute full authority for the fixing, altering, charging 
and collection by the Authority of fares, tolls, rates, rentals, fees, and other 
charges for the use of any transportation system of the Authority and the services 
and facilities furnished thereby, or by any part thereof, and such fares, tolls, 
rates, rentals, fees, and charges shall be determined exclusively by the Authority, 
and the Authority shall have power and authority to fix, alter, charge and collect 
such fares, tolls, rates, rentals, fees and other charges for the use of a transporta- 
tion system and the services and facilities furnished thereby, or by any part 
thereof, without obtaining the consent or approval of the Interstate Commerce 
Commission, the Public Utilities Commission of the District of Columbia, or 
any other department, division, commission, board, bureau, agency or officer of 
the United States of America or of the District of Columbia, 
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(b) The Authority may provide free transportation within any municipality 
or county in the Washington Metropolitan Area or in the District of Columbia 
to firemen and policemen employed therein, when in uniform and in performance 
of their duties and for employees of the Authority when in uniform or upon 
presentation of identification of such employees, and may enter into agreements 
with the United States Post Office Department for the transportation of mail or 
parcel post, and for the payment of compensation to the Authority in lieu of 
fares or charges for the transportation of letter carriers, when in uniform. No 
other free transportation or services shall be allowed or permitted by the Author- 
ity except in compliance with a grant, license, franchise or permit authorizing or 
permitting the Authority to operate in areas within the Washington Metropolitan 
Area but without the District of Columbia. 


PERSON NEL 


Sec. 20. (a) The Board shall establish a system of organization to fix respon- 
sibility and promote efficiency; establish such positions as may be necessary to 
perform the business of the Authority; define the duties of such positions; fix 
the rates of pay therefor; make appointments thereto; and require bonds to be 
given by the incumbents of such of the said positions as the Board, in its 
discretion, may determine, and the Board may make provision for the payment 
by the Authority of the premiums for such bonds for such periods as the Board 
may consider desirable. The Board shall establish a personnel system and shall 
make and promulgate rules and regulations governing the conditions of employ- 
ment of such personnel as may be employed by the Authority, including, but 
not limited to, the selection, appointment, reemployment, promotion, demotion, 
suspension, and dismissal of such personnel according to merit and fitness and 
without regard to political, religious, or racial considerations; the fixing of pay 
and hours of employment; the establishment of an employee grievance pro- 
cedure; and the establishment of leave, welfare, and pension privileges. Said 
personnel system shall be independent of the Federal civil service system and 
the personnel systems governing employment in the municipal government of 
the District of Columbia. 

(2) The Board shall have authority to employ such of the officers and employ- 
ees of any transportation system the Authority may acquire in whole or in 
part as it finds are necessary or desirable to transact the Authority’s business, 
and to prescribe the relative employment rights of such officers and employees. 
Any cfficer or employee of any such system who may have left the employ thereof 
to enter the Armed Forces of the United States shall have the same reemploy- 
ment rights as to the Authority, under the provisions of section 9 of the Universal 
Military Training and Service Act, as amended, and related statutes, as he would 
have had thereunder as to such system. 

(c) Except as otherwise provided in this section, the Authority and its officers 
and employees and the members of the Board shall, notwithstanding any other 
provision of law, be subject to the following laws and parts of laws: 

(1) Section 9 of the Universal Military Training and Service Act (62 Stat. 
604), as amended (50 U. S. C. App., sees. 451 and the following), and related 
statutes affecting the reemployment rights of persons entering the Armed Forces 
of the United States; 

(2) Title II of the Social Security Act, as amended, and the related provisions 
of the Federal Insurance Contributions Act (Internal Revenue Code of 1954, 
chapter 21), as amended ; 

(3) Section 6 of the Act approved May 10, 1916 (39 Stat. 66, 120), as amended 
(5 U.S. C., sees. 58 and 59), relating to double salaries ; 

(4) Section 212 of the Act approved June 30, 1932 (47 Stat. 406), as amended 
(5 U.S. C., sec. 59a), relating to the retired pay of members of the Armed Forces ; 

(5) The second sentence of section 2 of the Act approved July 31, 1894 (28 
Stat. 205), as amended (5 U. 8S. C., sec. 62), relating to dual employment; 

(6) The Hatch Political Activity Act approved August 2, 1939 (53 Stat. 1147), 
as amended: 

(7) The Longshoremen’s and Harbor Workers’ Compensation Act of March 
4, 1927 (44 Stat. 1424), as amended and extended (33 U. S. C., secs. 901-945, 
947-950 ; title 36, chapter 5, D. C. Code, 1951 edition) ; 

(8) The District of Columbia Unemployment Compensation Act (49 Stat. 946), 
as amended: 

(9) The Federal Unemployment Tax Act (Internal Revenue Code of 1954, 
chapter 23), as amended; 
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(10) For the purposes of the Act approved August 9, 1955 (Public Law 330, 
Eighty-fourth Cong. ; 69 Stat. 624), the government of the District of Columbia 
and the Authority shall be deemed to be agencies of the United States, and such 
Act shall in every respect be applicable to the officers and employees of the 
government of the District of Columbia and of the Authority. 

(d) Notwithstanding any other provision of law, the Authority and its 
officers and employees and the members of the Board shall not be subject to 
the following laws: 

(1) The Civil Service Act of January 16, 1883 (22 Stat. 403), as amended; 

(2) The Federal Employees’ Group Life Insurance Act of 1954 (68 Stat. 736), 
as amended ; 

(3) The Civil Service Retirement Act of May 29, 1930 (46 Stat. 468), as 
amended ; 

(4) The Classification Act of 1949 (63 Stat. 954), as amended; 

(5) The Federal Employees Pay Act of 1945 (59 Stat. 295), as amended; 

(6) The Annual and Sick Leave Act of 1951 (65 Stat. 679), as amended; 

(7) The Act entitled “An Act to provide certain employment benefits for 
employees of the Federal Government, and for other purposes”, approved Septem- 
ber 1, 1954 (68 Stat. 1105), as amended ; 

(8) The Performance Rating Act of 1950, approved September 30, 1950 (64 
Stat. 1098) ; 

(9) The Veterans Preference Act of 1944 (58 Stat. 387), as amended. 

(e) Notwithstanding any other provision of law, the members of the Board 
shall not be subject to the following provisions of law: 

(1) Section 6 of the Act approved May 10, 1916 (39 Stat. 66, 120), as amended, 
(5 U.S. C., secs. 58 and 59), relating to double salaries; 

(2) Section 212 of the Act approved June 30, 1942 (47 Stat. 406), as amended 
(5 U.S. C., sec. 59a), relating to the retired pay of members of the Armed Forces ; 
and 

(3) The second sentence of section 2 of the Act approved July 31, 1894 (28 
Stat. 205), as amended (5 U. 8. C., sec. 62), relating to dual employment. 

(f) (1) Subparagraph 1 (b) (5) (E) of the District of Columbia Unemploy- 
ment Compensation Act (49 Stat. 946), as amended (section 46-301, D. C. Code, 
1951 edition) is amended by inserting immediately before the semicolon at the 
end thereof the following: “: and Provided further, That this subparagraph 
(E) shall not apply to the employees of the Washington Metropolitan Transit 
Authority, which for the purposes of this Act shall be deemed to be a covered 
employer”. 

(2) Section 3306 of the Federal Unemployment Tax Act (Internal Revenue 
Code of 1954, chapter 23), as amended, is amended by inserting at the end thereof 
a new subsection “(0)” reading as follows: 

(0) EMPLOYEES OF THE WASHINGTON METROPOLITAN TRANSIT AUTHORITY.— 
For the purposes of this chapter, and notwithstanding the provisions of para- 
graph (7) of subsection (c) hereof, the term ‘employment’ shall include service 
in the employ of the Washington Metropolitan Transit Authority, and the Board 
of Directors of such Authority, as the employer of individuals whose service 
constitutes employment by reason of this subsection, is authorized and directed 
to comply with the provisions of this chapter 23.” 

(g) The Authority is authorized to borrow, and the United States Government 
or any department or agency thereof and the municipal government of the District 
of Columbia are authorized to lend to the Authority, the services of United 
States or District of Columbia employees. The Authority shall reimburse the 
United States or the District of Columbia for such services. Any such reim- 
bursement shall be credited to the appropriation from which is paid the compen- 
sation of any person whose services may be borrowed by the Authority. 


REPORTS 


Sec. 21. The Authority shall file with the Congress annually, within six months 
after the close of its fiscal year, a report of the operations and business of the 
Authority during its preceding fiscal year. 


CLAIMS AND SUITS 


Sec. 22. (a) The Authority shall not defend in any suit, action, or proceeding 
brought against it on the ground of governmental immunity, but no suit, action, 
or proceeding shall be maintained against the Authority for unliquidated damages 
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to person or property unless, within six months after the injury or damage was 
sustained, the claimant, his agent, or attorney gave notice in writing to the 
Board of the approximate time, place, cause, and circumstances of such injury 
or damage. 

(b) No action shall be maintained against the United States or the District 
of Columbia on any claim arising out of the activities of the Authority, including 
its acts of commission or omission, and no liability shall accrue against the 
United States or the District of Columbia because of such activities. 

(c) The members of the Board shall not be personally liable in damages for 
any official action of the said Board performed in good faith in which the said 
members participate, nor shall any member of the said Board be liable for any 
costs that may be taxed against them, the Board, or the Authority on account of 
any such official action by them as members of the said Board; but such costs 
shall be charged to the Authority and paid as other costs are paid in suits brought 
against the Authority; nor shall the said Board or any of its members, or the 
said Authority, be required to give any supersedeas bond or security for costs 
or damages on any appeal whatever. 


VEHICLE REGULATIONS 


Sec. 23. All of the powers authorized by this Act to be exercised by the Author- 
ity, shall be subject to all statutes and rules and regulations promulgated by 
proper authority relating to the regulation and control of traffic and the opera- 
tion and safety of vehicles. 


POLICING OF AUTHORITY PROPERTY 


Sec. 24. (a) The provisions of the second paragraph under the caption “For 
Metropolitan Police” in the first section of the Act entitled “An Act making 
appropriations to provide for the expenses of the government of the District of 
Columbia for the fiscal year ending June thirtieth, nineteen hundred, and for 
other purposes”, approved March 3, 1899 (30 Stat. 1045, 1057, ch. 422; sec. 4-115, 
D. GC. Code, 1951 edition) authorizing the Commissioners of the District of Colum- 
bia to appoint special policemen for duty in connection with the property of 
corporations and individuals shall be applicable with respect to the property of 
the Authority in the District of Columbia. 

(b) The Board of Directors of the Authority is hereby authorized and em- 
powered to make, modify and enforce all such usual and reasonable regulations 
as they may deem necessary for the protection of lives, limbs, health, comfort 
and quiet of passengers and the protection of the property of the Authority, and 
to prescribe reasonable penalties of fine not to exceed $300 or imprisonment not 
to exceed ten days, in lieu of or in addition to any fine for the violation of any 
of the regulations of the Authority. Said penalties may be enforced in the 
municipal court for the District of Columbia, and in the United States district 
court for the district embracing that part of the Washington Metropolitan Area 
beyond the District of Columbia in which such violation is committed. Prose- 
cutions for violations of the regulations of the Authority shall be conducted in 
the name of the United States and by the attorney of the United States for the 
district in which such violation is committed. 

(c) The regulations authorized by this section shall, when adopted, be printed 
in one or more of the daily newspapers published in the District of Columbia 
of general circulation in the Washington Metropolitan Area; and no penalty 
prescribed for the violation of such regulations shall be enforced until thirty days 
after such publication. 

INVESTIGATIONS 


Sec. 25. The Authority, without regard to the provisions of any other law 
and the procedures established thereby, may investigate all matters relating to 
public transportation and the management thereof within the District of Colum- 
bia, the enforcement of its resolutions, rules, and regulations, and the action, 
conduct and efficiency of its officers, agents, and employees.. In the conduct 
of any such investigation, the Board may hold public hearings on its own 
motion. Said Board is hereby authorized and empowered to summon by subpena 
any person, except officers, employees and representatives of existing trans- 
portation companies within the Washington Metropolitan Area, before it or 
before a hearing officer designated by it to give testimony on oath or affirmation, 
or to produce all books, records, papers, documents, or other legal evidence 
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as to any matter affecting the Authority, and any member of said Board and 
any hearing officer designated by it shall have the power to administer all oaths 
and affirmations for the purpose of the administration of this Act. Such sub- 
pena may be served by any member of the Metropolitan Police force. If any 
witness having been personally summoned shall neglect or refuse to obey 
the subpena issued as herein provided, then and in that event any member of 
the Board or the hearing officer designated by it may report that fact to the 
United States District Court for the District of Columbia or one of the judges 
thereof, and said court or any judge thereof hereby is empowered to compel 
obedience to said subpena to the same extent as witnesses may be compelled to 
obey the subpenas of that court. Witnesses, other than those employed by the 
Governments of the District of Columbia or the United States, summoned to 
appear before said Board, shall be entitled to the same fees as are paid witnesses 
for attendance before the United States District Court for the District of Colum- 
bia, but said fees need not be paid said witnesses in advance of their appearing 
and testifying, or producing books, records, papers, documents, or other legal 
evidence before said Board or before said hearing officer. Any person who shall 
wilfully swear falsely in any proceeding, matter, or hearing before said Board 
or any hearing officer designated by said Board to hear testimony and receive 
evidence in any such proceeding, matter or hearing, shall be guilty of perjury. 
Said Board is hereby authorized and empowered to designate one or more hear- 
ing officers to take testimony and receive evidence in connection with any mat- 
ter affecting the Authority. 


EXCUSIVE OPERATING RIGHTS 


Sec. 26. (a) The right and power of the Authority to operate a transportation 
system or systems within the District of Columbia shall be exclusive, except 
that such right and power shall not affect nor impair the existing operating rights 
of any carrier lawfully operating such a system at the date of enactment of 
this Act, or its successors or assigns. 

(b) The Authority may operate a transportation system or systems within 
the Washington Metropolitan Area without securing any further franchises, 
rights, or permits under any other law or laws of the United States of America 
or the District of Columbia: Provided, That the Authority shall not commence 
nor conduct operations in interstate commerce in competition with the then 
existing operations of any other transportation system. The Interstate Com- 
merce Commission shall not grant any new authorizations of transportation of 
passengers for hire in interstate commerce (considering the District of Columbia 
as a State for this purpose) within the Washington Metropolitan Area, and 
shall not extend existing authorizations at the date of the enactment of this 
Act, for the operations of any carrier, if such authorization or extension would 
compete with the operations of the Authority, without consent in writing of 
the Authority. 


INTERIM FINANCING 


Sec. 27. (a) It is the intent of Congress that the acquisition, construction, 
and operation of any transportation system by the Authority shall be financed by 
private capital. If at any time it is necessary to exercise the borrowing author- 
ity in this section, transportation charges shall be fixed as though private 
financing only were involved, and shall cover all costs of operating and main- 
taining such system, including depreciation, payment of interest, and reasonable 
provision for the amortization of the principal of the obligations. 

(b) If the Board of Commissioners of the District of Columbia finds that the 
Authority is unable at the outset to obtain private capital to finance the acquisi- 
tion of a transportation system or systems and to provide adequate working 
capital, the Board of Commissioners is authorized to arrange with the Secretary 
of the Treasury for interim financing, pending the sale by the Authority of obli- 
gations to the public. To provide this interim financing the Board of Commis- 
sioners is authorized, at any time prior to July 1, 1959, to issue obligations of 
the District of Columbia for purchase by the Secretary of the Treasury in an 
amount not exceeding $20,000,000, and to advance the proceeds thereof to the 
Authority for these purposes. These advances shall be subject to such terms 
and conditions as may be prescribed by the Board of Commissioners, and shall 
bear interest at a rate which is not less than the rate upon obligations of the 
District of Columbia issued under this section. It is the intent of Congress that 
these advances shall be repaid at the earliest practicable time, and in any event 
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before any securities, other than obligations under section 12, subsequently issued 
by the Authority are repaid. 

(ec) Obligations issued by the Board of Commissioners under this section shall 
be in such forms and denominations, shall mature at such times prior to July 1, 
1959, shall have such provisions for payment, and shall be subject to such terms 
and conditions as may be prescribed by the Board of Commissioners with the 
approval of the Secretary of the Treasury. 

(d) Each obligation issued under this section shall bear interest at a rate 
determined by the Secretary of the Treasury by estimating the average yield to 
maturity, on the basis of daily market bid quotations of prices during the month 
preceding the calendar quarter in which the obligation is issued, on all outstand- 
ing taxable marketable obligations of the United States having comparable 
periods of time to run to maturity, and by adjusting such estimated average 
yield to the nearest one-eighth of 1 per centum, plus one-half of 1 per centum. 

(e) Upon receipt of a finding by the Board of Commissioners of the District 
of Columbia, made in accordance with subsection (b) of this section, the Secre- 
tary of the Treasury is authorized and directed to purchase any obligations of 
the District of Columbia issued under this section and for such purposes is author- 
ized to use as a public debt transaction the proceeds of the sale of any securities 
issued under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under that Act are extended to include purchases 
of the obligations issued under this section. 


ACT CONTROLLING 


Sec. 28. Insofar as the provisions of any other law are inconsistent with the 
provisions of this Act, the provisions of this Act shall be controlling. 


SEPARABILITY 


Sec. 29. Notwithstanding any other evidences of the intention of Congress, it 
is hereby declared to be the controlling intent of Congress that if any provisions 
of this Act, or the application thereof to any persons or circumstances, shall be 
adjudged by any court of competent jurisdiction to be invalid, such judgment 
shall not affect, impair, or invalidate the remainder of this Act or its applications 
to other persons and circumstances, but shall be confined in its operation to the 
provisions of this Act or the application thereof to the persons and circumstances 
directly involved in the controversy in which such judgment shall have been 
rendered. 


[H. R. 8947, 84th Cong., 2d sess.] 


A BILL To provide for an adequate and economically sound transportation system or 
systems to serve the District of Columbia and its environs; to create and establish a 
public body corporate with powers to carry out the provisions of this Act; and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Washington 
Metropolitan Transit Authority Act.” 


GENERAL PURPOSES 


Sec. 2. It is hereby declared to be a matter of legislative determination that 
the Washington Metropolitan Area (as such term is hereinafter defined) is a 
community integrated economically and geographically with its center in the 
city of Washington, District of Columbia, and that the District of Columbia is 
the seat of the Government of the United States which is the largest single 
employer of persons resident within said Washington Metropolitan Area; that an 
adequate and economically sound transportation system or systems serving said 
Washington Metropolitan Area is essential to (1) the proper functioning of 
the Government of the United States; (2) commerce among the several States, 
and among such States and the District of Columbia; (3) the health, welfare, 
and safety of the public, including the civilian and military personnel and the 
Defense Establishment of the Government of the United States located in the 
District of Columbia and the Washington Metropolitan Area; and (4) the 
National Defense; that operation of the Capital Transit Company, the operator 
of the principal transportation system located within the Washington Metro- 
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politan Area, will cease August 14, 1956, consequent upon repeal of its franchise 
rights and charter by Public Law 389, Kighty-fourth Congress (69 Stat. 724) ; 
that the Congress finds the establishment of an adequate transportation system 
to operate in the Washington Metropolitan Area, commencing August 15, 1956, 
as a replacement for Capital Transit Company, cannot be accomplished by the 
ordinary operations of private enterprise without public participation; that to 
these ends it is necessary to enact the provisions hereafter set forth and to 
create and establish a public body corporate with powers to acquire, extend, 
improve, and operate an adequate transportation system or systems in the 
Washington Metropolitan Area to provide service at reasonable rates for the 
residents of the Washington Metropolitan Area; that such public body should 
have the exclusive permission and franchise to operate a transportation system 
or systems within the District of Columbia, except for such permissions and 
franchises (other than those of Capital Transit Company) as are in existence 
as of the date of enactment of this Act; and that the acquisition, extension, 
improvement and operation of a transportation system or systems by the public 
body corporate hereinafter created, all as provided in this Act, is hereby declared 
to be a public use and purpose. 


DEFINITIONS 


Sec. 3. The following terms whenever used or referred to in this Act, shall, 
for the purposes of this Act and unless a different intent clearly appears from 
the context, be construed as follows: 

(a) “Authority” means the Washington Metropolitan Transit Authority estab- 
lished by section 4 of this Act. 

(b) “Board” means the Board of Directors of the Authority. 

(c) “Transportation system” means all of the facilities, plants, equipment, 
real property, personal property, franchises, and rights of whatever nature 
useful for the transportation of passengers for hire, except taxicabs and sight- 
seeing buses and transportation facilities extending beyond the boundaries of 
the Washington Metropolitan Area, and includes, without limitation, street rail- 
ways, elevated railroads, subways, underground railroads, motor vehicles, trol- 
leys, trackless trolley buses, motor buses and any combination thereof, or any 
other form of mass passenger transportation. 

(d) “Washington Metropolitan Area” means and embraces all of the terri- 
tory in the District of Columbia, in the cities of Alexandria and Falls Church 
and the counties of Arlington and Farfax in the Commonwealth of Virginia, and 
in the counties of Montgomery and Prince Georges in the State of Maryland. 

(e) “Bonds” means any bonds, interim certificates, certificates of indebtedness, 
equipment obligations, notes, debentures, or other obligations of the Authority 
issued pursuant to the provisions of this Act. 

(f) “Revenues” means all fares, tolls, rates, rentals, fees, charges, and other 
income from the operation of a transportation system by the Authority. 

(g) “Real property” includes lands, structures, and any and all easements, 
franchises, and incorporeal herditaments, and every estate and right therein, 
legal or equitable, including terms for years, chattels real, and liens by way 
of judgments, mortgages, or otherwise. 

(h) “Obligee of the Authority” or “obligee”’ includes any bondholder, trustee, 
or trustees for any bondholders, any lessor demising to the Authority property 
used in connection with a transportation system, or any assignee or assignees 
of such lessor’s interest or any part thereof, and the United States of America 
or any agency or instrumentality thereof when it is a party to any contract with 
the Authority. 


CREATION OF AUTHORITY 


Sec. 4. (a) There is hereby created a public body corporate of perpetual 
duration to be known as the “Washington Metropolitan Transit Authority,” 
which shall be an agency and instrumentality of the District of Columbia, 
the powers of which shall be vested in and exercised by the Board of Directors 
thereof consisting of five members who shall be residents of the Washington 
Metropolitan Area. The Directors of the Authority shall be appointed by the 
Commissioners of the District of Columbia and shall hold office as hereinafter 
provided, unless sooner removed by the said Commissioners. The said Com- 
missioners may remove any Director of the Authority in case of incompetency, 
neglect of duty, malfeasance in office, or conviction of a crime. The members 
of the first Board shall be appointed for terms expiring on the thirty-first day 
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of March 1958, 1959, 1960, 1961, and 1962, respectively. All successors shall 
be appointed for and hold office for the term of five years beginning on the first 
day of April of the year in which they are appointed, except in case of an 
appointment to fill a vacancy where the appointment shall be made for the 
unexpired term. A Director shall hold office until his successor has been ap- 
pointed and has qualified. Each Director shall receive compensation, as may 
be fixed by the Board, for attendance at each meeting of the Board, but shall 
not receive more than $3,600 in any one year of service measured from the 
date of appointment, except that each Director serving during the first three 
hundred and sixty-five days dating from the date of organization of the Board 
shall be entitled to receive not more than $5,000. A Director shall be entitled 
to reimbursement for all necessary expenses, including traveling expenses, 
incurred in the discharge of his duties. No Director, officer, or employee of 
the Authority shall have any private financial interest in any control, work or 
business of the Authority, nor in the transfer of any property or rights in 
property to or from the Authority. 

(b) Three Directors shall constitute a quorum of the Board for the purpose 
of conducting its business and exercising its powers and for all other purposes. 
Action may be taken by the Authority upon a vote of a majority of the Directors 
present, unless the bylaws of the Authority shall require a larger number. As 
soon as possible after the appointment of the initial Directors, the Board shall 
meet and organize for the transaction of business, select a Chairman and Vice 
Chairman from among its own number and- adopt bylaws, rules and regulations 
to govern its proceedings. Thereafter, the Board shall at least ‘biennially elect 
a Chairman and Vice Chairman. The Authority may delegate to one or more 
of its Directors, officers, agents, or employees such powers or duties as it may 
deem proper. Regular meetings of the Board shall be held at least once in each 
calendar month, the time and place for such meetings to be fixed by the Board. 
All resolutions and proceedings of the Authority and all documents and records 
in its possession shall be public records and open to public inspection, except 
such documents and records as shall be kept or prepared by the Authority for 
use in negotiations, actions, or proceedings to which the Authority is a party. 
Any Director may resign from his office, to take effect when his successor has 
been appointed and has qualified. 

(c) Pending the appointment, qualification, and organization of the Board 
of Directors pursuant to this section 4, the Board of Commissioners of the 
District of Columbia, with two of said Commissioners constituting a quorum, 
are authorized and directed to function as such Board and to exercise and 
perform all of the authority, rights, powers, and duties granted to and imposed 
upon the Authority by this Act for the establishment of an adequate transporta- 
tion system or systems in the Washington Metropolitan Area. The Authority 
and the Board shall be obligated to and bound by all actions, proceedings, and 
contracts taken, authorized or entered into by the Board of Commissioners of 
the District of Columbia while functioning as such Board. The power and right 
of the Board of Commissioners of the District of Columbia to function as the 
Board shall cease upon the close of the organization meeting of the Board at 
which the Chairman and Vice Chairman of the Board are elected and its bylaws 
adopted. 

POWERS OF AUTHORITY 


Sec. 5. The Authority shall constitute a public body corporate, exercising public 
and essential governmental functions, and shall have all the powers necessary 
or convenient to carry out and effectuate the purposes and provisions of this 
Act, and such other powers as may be conferred by Congress, without regard to 
any other provisions of law except as otherwise provided in this Act, including 
the following powers in addition to others herein granted : 

(a) To sue and be sued, to compromise and settle suits and claims of or 
against it, to complain and defend in its own name in any court of competent 
jurisdiction, State, Federal, or municipal, but execution shall not in any case 
issue against any property of the Authority ; 

(b) To adopt, alter, and use a corporate seal which shall be judicially noticed ; 

(ec) To adopt, prescribe, amend, repeal, and enforce bylaws, rules, and regula- 
tions for the exercise of its powers under this Act or governing the manner in 
which its business may be conducted and the powers granted to it by this Act 
may be exercised and enjoyed, including the selection of its officers and provi- 
sion for such committees and the functions thereof as it may deem necessary ; 

(d) To make, deliver, and receive contracts, deeds, leases, and other instru- 
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ments and to acquire and take title to real and other property in its own name; 

(e) To maintain a principal office in the District of Columbia and suboffices 
at such place or places within the Washington Metropolitan Area as it may 
designate ; 

(f) To acquire, construct, own, operate, and maintain for public service a 
transportation system or systems in the Washington Metropolitan Area and to 
exercise all powers necessary or convenient in connection therewith ; 

(g) To borrow money and make and issue bonds and other evidences of in- 
debtedness or obligations for any of its corporate purposes, and to provide for 
the rights of the holders thereof as authorized by this Act; 

(h) To fix and revise from time to time and charge and collect fares, tolls, 
rates, rentals, fees, and charges for the use of a transportation system and the 
services and facilities furnished thereby or by any part thereof; 

(i) To appoint and employ such officers, agents, employees, consulting en- 
gineers, attorneys, accountants, appraisers, construction and financial experts, 
and consultants, and such other experts, consultants, and agents for such 
periods as may be necessary in its judgment, to fix their compensation, and to 
determine the services to be performed by them on behalf of the Authority and 
the manner in which such services are to be performed ; 

(j) To receive and accept from the United States of America, any Federal 
instrumentality or agency thereof, the District of Columbia, or any State or 
political subdivision thereof, grants and contributions for or in aid of the 
acquisition, construction, ownership, operation, or maintenance of any trans- 
portation system, and to receive and accept aid or contributions from any source 
of either money, property, labor, or other things of value, to be held, used or 
applied only for the purposes for which such grants and contributions may 
be made; 

(k) To apply for, receive and accept franchises, licenses, grants, permits, and 
other rights to operate a transportation system, or part thereof, in the Washing- 
ton Metropolitan Area beyond the limits of the District of Columbia, for any State, 
municipality, or other political subdivision thereof, or from any agency, instru- 
mentality, board, commission, or officers of any such State, municipality, or other 
political subdivision, and to comply with the terms and conditions of any such 
franchise, license, grant or permit; 

(1) To enter into contracts and agreements with the operators of one or more 
transportation systems within the Washington Metropolitan Area to provide for 
the transportation of passengers for hire, and, within the District of Columbia 
and such other area or areas wherein consent therefor shall be given, to de- 
termine all fares, schedules, routings, and changes therein, and conditions of 
service of any such transportation system ; 

(m) To procure and enter into contracts for any type of insurance and in- 
demnity against loss or damage to property from any cause, including loss of use 
or occupancy, against death or injury of any person, against employers’ liability, 
against any act of any director, officer, or employee of the Board or of the 
Authority in the performance of the duties of his office or employment or any 
other insurable risk ; 

(n) To enter into contracts and agreements with any persons, firms, or cor- 
porations providing for the operation and maintenance of all or any part of any 
transportation system of the Authority and to prescribe the terms and conditions 
of such contracts and agreements with respect to such operation and main- 
tenance; 

(o) To do all things necessary or convenient to carry out the powers expressly 
granted by this Act. 


ACQUISITION AND USE OF PROPERTY 


Src. 6.:(a) The Authority shall have power to acquire in its own name, by 
purchase, lease, gift, or otherwise, on such terms and conditions and in such man- 
ner as it may deem proper, or by the exercise of the power of eminent domain 
to the extent authorized by this Act or the law of any State, all or any part of 
the facilities, plant, equipment, property, rights in property, reserve funds, em- 
ployees’ pension or retirement funds, special funds, franchises, licenses, patents, 
permits, papers, documents and records of any transportation system within the 
Washington Metropolitan Area. The Authority shall also have power to acquire 
in its own name, by purchase, lease, gift, or otherwise, on such terms and con- 
ditions and in such manner as it may deem proper, or by the exercise of the 
power of eminent domain to the extent authorized by this Act or the law of any 
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State, any property and rights useful for its purposes, and to sell, lease, transfer, 
or convey any property or rights when no longer useful or exchange the same for 
other property or rights which are useful for its purposes. 

(b) In exercising the aforesaid powers to acquire a transportation system the 
Authority is hereby authorized to acquire the capital stock of the corporation 
owning such transportation system and the Board and the officers and agents 
of the Authority are hereby authorized to act as the officers and board of di- 
rectors thereof for the purpose of transferring the property and assets of such 
corporation to the Authority and for the purpose of liquidating the liabilities 
thereof and dissolving the same. 

(c) The Authority shall also have power to enter into contracts and agree- 
ments for the joint use of any property and rights by the Authority and any pub- 
lic utility, including railroads operating within the Washington Metropolitan 
Area; to enter into contracts and agreements with the operator of any trans- 
portation system either within or without the Washington Metropolitan Area 
for the use or the joint use of any property of the Authority or of such trans- 
portation system, or for the establishment of through routes, joint fares, and 
transfer of passengers upon such terms and conditions as may be agreed upon 
between the Authority and such operator of the transportation system. 


POWER OF EMINENT DOMAIN 


Sec. 7. (a) Subject to and in accordance with the procedures, conditions, limi- 
tations, and other provisions of this Act, the Authority is hereby granted and 
shall have the power to acquire by eminent domain real property or personal 
property, tangible or intangible, situated or having a legal situs in the District 
of Columbia or any interest therein. Such power and right shall exist with 
respect to private property devoted to any private or public use which is neces- 
sary for the purposes of the Authority, except property of a railroad or publie 
utility operating transportation facilities extending beyond the boundaries of 
the Washington Metropolitan Area which property is required for the opera- 
tion of such transportation facilities of such railroad or public utility. 

(b) Proceedings for the acquisition of real and personal property or any 
interest therein, brought pursuant to this section, shall be brought in the name 
of the Authority by counsel for the Authority. Title to such property shall be 
taken by and in the name of such Authority. 

(c) Except as herein otherwise provided, condemnation proceedings for the 
acquisition of such real or personal property, or any interest therein, shall be 
instituted and conducted in the United States District Court for the District of 
Columbia which court shall have jurisdiction of such proceedings and such pro- 
ceedings shall be prosecuted in accordance with the procedure in proceedings 
instituted and conducted in the name of the United States. 

(d) (1) In any such proceeding brought pursuant to this section, the Author- 
ity may file with the complaint, or at any time before judgment, a declaration 
of taking signed by the Chairman or Vice Chairman of the Board declaring that 
such real or personal property or any interest therein, described in the com- 
plaint, is thereby taken for the use of the Authority. Said declaration of taking 
shall contain or have annexed thereto— 

(A) a statement of the public purpose for which such property or any 
interest therein is taken; 

(B) a description of the property, or any interest therein taken, sufficient 
for identification thereof ; 

(C) a statement of the estate or interest in said property taken for said 
public use ; 

(D) a plan showing the lands, if any, taken ; and 

(E) a statement of the sum estimated by the Authority to be just com- 
pensation for the property or interest therein taken. 

(2) The Authority shall specify in such declaration of taking the date when 
title to such property shall vest in the Authority and the date or dates when 
possession of such property shall be surrendered to the Authority. 

(3) The Authority shall, prior to or on the date specified in the declaratior for 
the vesting of title to such property in the Authority, deposit in the registry 
of the court, to the use of the persons entitled thereto, the amount of the esti- 
mated compensation stated in said declaration, and title to said real or personal 
property in fee simple absolute, or such less estate or interest therein as is speci- 
fied in said declaration, shall vest in the Authority upon the date specified in 
said declaration and said real and personal property shall be deemed to be con- 





WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 23 


demned and taken for the use of the Authority, and the right to just compensa- 
tion for the same shall vest in the persons entitled thereto; and said compensa- 
tion shall be ascertained and awarded in said proceedings and established by 
judgment therein, and the said judgment shall include, as part of the just 
compensation awarded, interest at the rate of 6 per centum per annum on the 
amount finally awarded as the value of the property as of the date of taking, 
from said date to the date of payment; but interest shall not be allowed on so 
much thereof as shall have been paid into the registry. No sum so paid into the 
registry shall be charged with commissions or poundage. 

(4) Upon the application of the party or parties in interest, the court may 
order that the money deposited in the registry of the court, or any part thereof, 
be paid forthwith for or on account of the just compensation to be awarded 
in said proceedings. If the compensation finally awarded in respect of such 
property or any part thereof shall exceed the amount of the money so deposited, 
the court shall enter judgment against the Authority for the amount of the 
deficiency. If the compensation finally awarded in respect of such property or 
any part thereof, shall be less than the amount of the money so deposited, 
the court shall have the power to enter judgment against the party or parties 
entitled to receive the money so deposited for the amount representing the dif- 
ference between the amount deposited and the amount awarded by the jury 
as just compensation, and writs of execution may be issued thereon within the 
same time and have the same effect as liens, and shall be executed and returned 
in the same manner as if issued upon a common-law judgment. 

(5) The court shall order possession of such property to be surrendered to 
the Authority at the time or times specified by the Authority in such declaration 
and shall enter any and all orders and take other necessary action to carry out 
the intent and purposes of this Act. 


CONTROL AND USE OF PUBLIC WAYS 


Sec. 8. (a) The Authority shall have the power where necessary in the con- 
struction, reconstruction, extension, improvement, operation, or maintenance of 
any transportation system, to require persons, firms, or coporations owning or 
operating public utility structures, facilities, or appliances in, upon, under, over, 
across, or along the public roads, streets, or other public ways in the District 
of Columbia in which the Authority has the right to own, construct, operate, 
or maintain transportation facilities, to remove or relocate such public utility 
structures, facilities, and appliances. The cost of the required removal or re- 
location of such public utility structures, facilities, and appliances shall be paid 
by the Authority : Provided, That no payment by the Authority shall be required 
for any improvement or increase in capacity made in such public utility struc- 
tures, facilities, or appliances as an incident or result of the relocation or 
removal. The amount of any such improvement or increase in capacity shall 
be determined by agreement between the Authority and the utility affected. In 
default of agreement between the Authority and the utility affected, the removal 
and relocation shall be on such terms and conditions as may be imposed by the 
regulatory authority having jurisdiction over the utility at the site of the re- 
moval or relocation. If any person, firm, or corporation owning or operating 
publie utility structures, facilities, and appliances fails or refuses so to remove 
or relocate them, the Authority may remove or relocate them and the cost thereof 
shall be determined as above provided. 

(b) The Authority shall have the right, but not exclusive of the public right, 
to use any public road, street, highway or other public way in the District of 
Columbia for the transportation of passengers, and to establish, maintain and 
operate a transportation system, in, upon, under, over, across, or along any 
such public road, street, highway, or other public way. 


POWER TO ISSUE BONDS 


Seo. 9. (a) The Authority shall be empowered and is hereby authorized from 
time to time to issue its negotiable bonds for any of its corporate purposes 
including the payment of the cost of acquiring any transportation system 
(including any cash funds, or investments thereof, of such system maintained 
by the owner or operator thereof in connection with such ownership or the 
operation, maintenance, depreciation, or replacement of such transportation 
system) and for acquiring necessary cash working funds, or for acquiring, 
constructing, reconstructing, extending, or improving a transportation system, 
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or any part thereof, and for acquiring any property and equipment useful for 
the construction, reconstruction, extension, improvement or operation of a 
transportation system, or any part thereof. The Authority shall also have 
power from time to time whenever it deems refunding expedient, to refund 
any bonds by the issuance of new bonds, whether the bonds to be refunded 
shall have or have not matured,.and may issue bonds partly to refund bonds 
outstanding and partly for any of its corporate purposes. 

(b) The principal and interest on such bonds shall be payable out of any 
moneys or revenues of the Authority available under the provisions of this 
Act, subject only to any agreements with the holders of particular bonds pledging 
any particular moneys or revenues, 

(c) All bonds issued under the provisions of this Act shall have and are 
hereby declared to have all the qualities and incidents of negotiable instruments 
under the negotiable instruments law of the District of Columbia. 

(d) Prior to the preparation of definitive bonds, the Authority may issue 
its temporary or interim bonds or receipts, with or without coupons, exchange- 
able for definitive bonds when such bonds shall have been executed and are 
available for delivery. 

(e) Bonds shall be authorized by resolution of the Authority and shall bear 
such dates, mature at such times, bear interest at such rate or rates not exceeding 
six per centum per annum, be in such denominations, be in such form either 
coupon or registered, carry such registration and reconversion privileges, be 
payable in such medium of payment and at such place or places and be subject 
to such terms of redemption with or without premium, as such resolution or 
resolutions may provide. 

(f) All bonds shall be signed by the Chairman or Vice Chairman of the Board 
or by their facsimile signatures, and the official seal of the Authority shall be 
affixed thereto and attested by such officer of the Authority as the Board shall 
designate, and any coupons attached thereto shall bear the facsimile signature 
of the Chairman or Vice Chairman of the Board. In case any officer whose 
signature or facsimile of whose signature shall appear on any bonds or coupons 
shall cease to be such officer before the delivery of such bonds, such signature 
or such facsimile shall nevertheless be valid and sufficient for all purposes 
the same as if if he had remained in office until such delivery. 

(zg) The Authority may sell any such bonds in such manner and for such 
price as it may determine to be for the best interest of the Authority. 

(h) Any resolution of the Authority authorizing the issuance of bonds may 
appoint a trustee or trustees, a paying agent or paying agents, or such other 
fiduciaries as the Authority may deem necessary. Any trustee, paying agent 
or other fiduciary so appointed may be any trust company or bank having trust 
powers within or without the District of Columbia, and the Authority shall 
have power to determine and contract with respect to the powers, functions, 
duties and compensation of any such trustee, paying agent or other fiduciary 
notwithstanding any other provision of law. 


PROVISION FOR SECURING BONDS 


Sec. 10. (a) In order to secure the payment of its bonds, the Authority shall 
have power in the resolution authorizing the issuance thereof, or in the trust 
agreement securing such bonds (which shall constitute a contract with the 
holders thereof )— 

(1) to pledge all or any part of its revenues to which its right then 
exists or may thereafter come into existence, and the moneys derived 
therefrom and the proceeds of bonds and any other moneys available to 
the Authority under the provisions of this Act, with the exception of moneys 
advanced by the Commissioners of the District of Columbia; 

(2) to covenant against pledging all or any part of its revenues, or against 
mortgaging all or any part of its real or personal property then owned or 
thereafter acquired, or against permitting or suffering any lien on such 
revenues or property; to covenant with respect to limitations on any right 
to sell, lease, or otherwise dispose of any transportation system or any 
part thereof, or any property of any kind; 

(3) to covenant as to the bonds to be issued and the limitations thereon 
and the terms and conditions thereof and as to the custody, application, 
investment, and disposition of the proceeds thereof, and to covenant as to. 
the issuance of additional bonds or as to limitations on the issuance of addi- 
tional bonds and on the incurring of other debts by it ; 
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(4) to covenant as to the payment of the principal of or interest on the 
bonds, or any other obligations, as to the sources and method of such pay- 
ment, as to the rank or priority of any such bonds or other obligations with 
respect to any lien or security or as to the acceleration of the maturity of 
any such bonds or other obligations ; 

(5) to provide for the replacement of lost, destroyed, or mutilated bonds; 

(6) to covenant against extending of time for the payment of bonds or the 
interest thereon ; 

(7) to covenant as to the redemption of bonds and the privileges of 
exchange thereof for other bonds of the Authority ; 

(8) to covenant as to the rates of tolls and other charges to be established 
and charged, the amount to be raised each year or other period of time by 
fares, tolls, rates, rentals, fees, or other charges, und as to the use and dispo- 
sition to be made thereof ; to create or authorize the creation of special funds 
or moneys to be held in pledge or otherwise for construction, operating 
expenses, depreciation, payment or redemption of bonds, reserves, or other 
purposes and to covenant as to the use, investment, and disposition of the 
moneys held in such funds; 

(9) to establish the procedure, if any, by which the terms of any contract 
or covenant with or for the benefit of the holders of bonds may be amended 
or abrogated, the amount of bonds the holders of which must consent thereto, 
and the manner in which such consent may be given; 

(10) to covenant as to the maintenance of its real and personal property, 
the replacement thereof, the insurance to be carried thereon and use and 
disposition of insurance money : 

(11) to provide for the rights and liabilities, powers, and duties arising 
upon the breach of any covenant, condition, or obligation; to prescribe the 
events of default and the terms and conditions upon which any or all 
of the bonds shall become due or may be declared due and payable before 
maturity and the terms and conditions upon which any such declaration 
and its consequences may be waived ; 

(12) to vest in a trustee or trustees such property, rights, powers, and 
duties in trust for the holders of bonds as the Authority may determine: 
to limit or abrogate the rights of the holders of such bonds to appoint such 
trustee, or to limit the rights, duties, and powers of such trustee; 

(13) to limit the rights of holders of bonds to enforce any pledge or 
covenant securing the bonds ; and 

(14) to make covenants other than, or in addition to, the covenants herein 
expressly authorized and of like or different character and to make such 
covenants to do such acts and things as may be necessary, convenient, or 
desirable in order to better secure the bonds, or which, in the discretion of 
the Authority, will tend to make the bonds more marketable, notwithstanding 
that such covenants, acts or things may not be enumerated herein. 


(b) Any pledge of revenues or moneys made by the Authority shall be valid 
and binding from the time when the pledge is made, and the revenues or other 
moneys so pledged and thereafter received by the Authority shall immediately be 
subject to the lien of such pledge without any physical delivery thereof or further 
act. Neither the resolution nor any other instrument by which a pledge is created 
need be filed or recorded, unless specifically required by the provisions of this 
Act, except in the records of the Authority. 

(c) Bonds may be issued under the provisions of this Act by the Authority 
without obtaining the consent of any department, division, commission, board, 
bureau, agency, or officer of the District of Columbia or of the United States of 
America, and without any other proceeding or the happening of any other con- 
ditions or things than those proceedings, conditions, or things which are specifi- 
cally required by this Act. 

(d) Moneys of the Authority or moneys held in pledge or otherwise for the 
payment of the bonds or in any way to secure bonds and deposits of such 
moneys may be secured in such manner as the Authority may require and it shall 
be lawful for all banks and trust companies incorporated under the laws of the 
United States of America which may act as depositary of any such funds to 
furnish such indemnifying bonds or to pledge such securities as may be required 
by the Authority: and the Authority shall not be required to maintain any of 
its moneys or funds in or with, or deposit the same in, the Treasury of the United 
States. 
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(e) Neither the directors of the Authority nor any person executing bonds shall 
be liable personally on the bonds or be subject to any personal liability or 
accountability by reason of the execution or issuance thereof. 

(f) The Authority shall have power to purchase bonds out of any funds avail- 
able therefor. The Authority may hold, cancel or resell such bonds subject to 
and in accordance with agreements with holders of its bonds. 

(g) In order to secure the payment of its bonds or other obligations, the 
Authority may mortgage or pledge all or any part of its real or personal prop- 
erty then owned or thereafter acquired in such manner as in its absolute discre- 
tion it shall provide. 

REFUNDING BONDS 


Sec. 11. (a) The Authority is hereby authorized to provide by resolution for 
the issuance of refunding bonds of the Authority for the purpose of refunding 
any bonds or other obligations then outstanding which shall have been issued 
under the provisions of this Act, including the payment of necessary expenses 
incurred in the refunding, any redemption premium thereon, and any interest 
accrued or to accrue to the date of redemption of such bonds, and, if deemed 
advisable by the Authority, for the additional purpose of paying the cost of 
acquiring, constructing, reconstructing, extending, or improving its transporta- 
tion system, or any part thereof, in connection with which the bonds to be re- 
funded shall have been issued. 

(b) The Authority is further authorized to provide by resolution for the 
issuance of its bonds for the combined purpose of (1) refunding any bonds or 
other obligations then outstanding which shall have been issued under the pro- 
visions of this Act, including the payment of necessary expenses incurred in the 
refunding, any redemption premium thereon, and any interest accrued or to 
accrue to the date of redemption of such bonds, and (2) paying all or any part 
of the cost of acquiring, constructing, reconstructing, extending, or improving 
any transportation system. The issuance of such refunding bonds, and the 
details thereof, and the rights, duties, and obligations of the Authority in re- 
spect to the same, shall be governed by the provisions of this Act relating to the 
issuance and securing of original bonds insofar as the same shall be applicable. 


EQUIPMENT TRUST CERTIFICATES 


Sec. 12. (a) The Authority shall have power to execute agreements, leases, 
and equipment trust certificates with respect to the purchase of facilities or 
equipment such as cars, trolley buses, and motorbuses, in the form customarily 
used in such cases and appropriate to effect such purchase, and may dispose of 
such equipment trust certificates in such manner as it may determine to be for 
the best interests of the Authority. All moneys required to be paid by the 
Authority under the provisions of such agreements, leases, and equipment trust 
certificates shall be payable solely from the revenue to be derived from the 
operation of the transportation system or from such grants and loans as may 
be available to the Authority under the provisions of this Act. Payment for such 
facilities or equipment, or rentals thereof, may be made in installments, and the 
deferred installments may be evidenced by equipment trust certificates as afore- 
said, and title to such facilities or equipment may not vest in the Authority until 
the equipment trust certificates are paid. 

(b) The agreement to purchase facilities or equipment by the Authority may 
direct the vendor to sell and assign the equipment to a bank or trust company, 
duly authorized to transact business in the District of Columbia, or a national 
banking association organized under the laws of the United States of America and 
located within or without the District of Columbia, as trustee, for the benefit 
and security of the equipment trust certificates and may direct the trustee to 
deliver the facilities and equipment to one or more designated officers of the 
Authority and may authorize the trustee simultaneously therewith to execute 
and deliver a lease of the facilities or equipment to the Authority. 

(c) The agreements and leases shall be duly acknowledged before some person 
authorized by law to take acknowledgements of deeds and in the form required 
for acknowledgement of deeds and such agreements, leases, and equipment trust 
certificates shall be authorized by resolution of the Board and shall contain such 
covenants, conditions, and provisions as may be deemed necessary or appropriate 
to insure the payment of the equipment trust certificates from the revenues to 
be derived from the operation of the transportation system and other funds. 

(d) The covenants, conditions, and provisions of the agreements, leases, and 
equipment trust certificates shall not conflict with any of the provisions of any 
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resolution or trust agreement securing the payment of bonds or other obliga- 
tions of the Authority then outstanding or conflict with or be in derogation of 
the rights of the holders of any such bonds or other obligations. 

(e) An executed copy of each such agreement and lease shall be filed in the 
office of the Recorder of Deeds, District of Columbia, who shall be entitled to 
receive $1 for each such copy filed with him and which filing shall constitute 
notice to any subsequent judgment creditor or any subsequent purchaser. Each 
vehicle so purchased and leased shall have the name of the owner and lessor 
plainly marked upon both sides thereof, followed by the words “owner and 
lessor.” 


BONDS TO BE OBLIGATIONS OF AUTHORITY ONLY 


Sec. 13. Bonds issued under the provisions of this Act shall not constitute 
a debt or liability of the United States of America or of the District of Colum- 
bia or of any political subdivision of or municipality within the Washington 
Metropolitan Area, or a pledge of the faith and credit of the United States of 
America or the District of Columbia or of any political subdivision of or munici- 
pality within the Washington Metropolitan Area, but such bonds, unless refunded 
by bonds of the Authority, shall be payable solely from the funds pledged or 
available for their payment as authorized herein. All such bonds shall contain 
on the face thereof a statement to the effect that the Authority alone is obligated 
to pay the same and the interest thereon and that neither the United States of 
America nor the District of Columbia nor any political subdivision of or munici- 
pality within the Washington Metropolitan Area is obligated to pay the same 
or the interest thereon and that neither the faith and credit nor the taxing 
power of the United States of America or the District of Columbia or any politi- 
cal subdivision of or municipality within the Washington Metropolitan Area 
is pledged to the payment of the principal of or interest on such bonds. Nothing 
in this Act contained shall be construed to authorize the Authority to incur any 
indebtedness or liability on behaif of, or payable by, the United States of America 
or the District of Columbia. 


LEGISLATION TO CONSTITUTE CONTRACT 


Sec. 14. The United States of America pledges to and agrees with the holders 
of the bonds issued pursuant to the authority contained in this Act, that the 
Congress of the United States will not limit, alter or restrict the rights hereby 
vested in the Authority to plan, acquire, construct, reconstruct, extend or im- 
prove, maintain, manage, and operate its transportation system or systems within 
the Washington Metropolitan Area and to establish, fix, and collect such fares, 
tolls, fees, rentals, and other charges for use of and transit on such transportation 
system or systems, or portions thereof, so as to impair the obligation of the 
Authority to fulfill the terms of any agreements made with the holders of the 
bonds; nor will the Congress of the United States in any way impair the rights, 
exemptions, or remedies of the holders of the bonds until the bonds, together with 
interest thereon, and with interest on any unpaid installment of interest and all 
cost and expenses in connection with any action or proceedings by or on behalf 
of the holders of the bonds, are fully paid and discharged. 


BONDS LEGAL INVESTMENTS 


Sec. 15. Notwithstanding any restrictions on investment contained in any other 
laws, all domestic insurance companies, and domestic insurance associations, and 
all executors, administrators, guardians, trustees, and other fiduciaries within 
the District of Columbia, may legally invest any sinking funds, moneys or other 
funds belonging to them or within their control in any bonds or other obligations 
issued pursuant to this Act, it being the purpose of this section to authorize the 
investment in such bonds or other obligations of all sinking, insurance, retire- 
ment, compensation, pension, and trust funds: Provided, That nothing contained 
in this section shall be construed as relieving any person, firm, or corporation 
from any duty of exercising reasonable care in selecting securities for purchase 
or investment. 


REMEDIES OF BONDHOLDERS 


Sec. 16. (a) Any holder of bonds isssed under the provisions of this Act, or of 
any of the coupons appertaining thereto, and the trustee under any trust agree- 
ment, except to the extent the rights herein given may be restricted by the resolu- 
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tion authorizing the issuance of such bonds or by trust agreement, may, either 
at law or in equity, by suit, action, mandamus, or other proceedings, protect and 
enforce any and all rights under the laws of the United States of America or of 
the District of Columbia or granted hereunder or under the resolution authoriz- 
ing the issuance of such bonds or such trust agreement, and may enforce and 
compel the performance of all of such duties required by this Act or by such 
resolution or trust agreement to be performed by the Authority or by any officer 
thereof, including the fixing, charging and collecting of fares, tolls, fees, rentals, 
and other charges. 

(b) Any trustee under any trust agreement, and whether or not all bonds have 
been declared due and payable, shall be entitled as of right, in the event of 
default by the Authority in the terms, covenants and conditions contained in a 
resolution authorizing the issuance of bonds or a trust agreement, to the appoint- 
ment of a receiver, who may enter and take possession of the transportation sys- 
tem or systems of the Authority, or any part or parts thereof, the revenues or 
moneys from which are or may be applicable to the payment of the bonds, and 
operate and maintain the same, and collect and receive all revenues and other 
moneys thereafter arising therefrom in the same manner as the Authority or the 
Board might do, and shall deposit, disburse, and apply the same in the manner 
required by the resolution authorizing the issuance of such bonds or the trust 
agreement securing the same. In any suit, action, or proceeding by the trustee 
under a trust agreement, securing bonds, the fees, counsel fees, and expenses of 
such trustee, and of the receiver, if any, and all costs and disbursements allowed 
by the court shall be a first charge on any revenues of the Authority pledged 
under such trust agreement. 

(ec) Nothing in this section or any other provision of this Act shall authorize 
any receiver appointed pursuant to this Act to sell, assign, mortgage, or otherwise 
dispose of any assets of any transportation system of the Authority, except in 
the manner and to the extent permitted or allowed under the trust agreement 
relating to such transportation system. It is the intention of this Act to limit 
the powers of such receiver to the operation and maintenance of any transporta- 
tion system of the Authority as the court shall direct and no holder of bonds of 
the Authority nor any trustee shall ever have the right in any suit, action, or 
proceedings at law, or in equity, to compel a receiver, nor shall any receiver ever 
be authorized or any court be empowered to direct the receiver to sell, assign, 
mortgage, or otherwise dispose of any assets of a transportation system of the 
Authority except in the manner and to the extent permitted or allowed under the 
trust agreement relating to such transportation system. 

(d) The United States District Court for the District of Columbia shall have 
jurisdiction of any suit, action, or proceeding by any trustee under a trust agree- 
ment, or other obligee of the Authority, in which an appointment of a receiver 
is requested. 

TAX EXEMPTION AND PUBLIC SERVICES 


Sec. 17. (a) The Authority, including but not limited to its franchise, reserves, 
surplus, loans, income, assets, and property of any kind and nature, shall be 
exempt from all taxes, special assessments, fees, and licenses now or hereafter 
imposed by the United States of America or by the District of Columbia, except 
taxes imposed under the Federal Unemployment Tax Act (Internal Revenue 
Code of 1954, chapter 23), and under the Federal Insurance Contributions Act 
(Internal Revenue Code of 1954, chapter 21) ; and contributions imposed on em- 
ployers under the District of Columbia Unemployment Compensation Act, as 
amended (title 46, chapter 3, D. C. Code, 1951 edition). In lieu of taxes on motor 
vehicle fuel now or hereafter imposed for the benefit of the District of Columbia, 
the Authority shall pay to such District annually an amount of money equal to 
the taxes on motor vehicle fuel which would be payable by the Authority during 
the annual period if it were not exempted from such taxes: Provided, That such 
payment sball be made only to the extent that the revenues in each fiscal year 
shall be sufficient to make such payment in whole or in part after payment or 
provision has been made for all operating and maintenance expenses, taxes, if 
any, interest and principal and sinking fund payments on all fixed iterest obliga- 
tions, adequate provision for depreciation, and provision for such other payments 
and the establishment of such reserves as are required under any resolution of 
the Board authorizing the issuance of bonds or trust agreements securing the 
same, or contract of the Authority. 

(b) Obligations, including interest thereon, issued by the Authority shall be 
exempt from all taxation now or hereafter imposed by the United States or the 
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District of Columbia, with the exception of estate, inheritance, and gift taxes. 
Such obligations shall also be exempt from taxation by any State, Territory, or 
possession, or by any county, municipality or other municipal subdivision or tax- 
ing authority of any State, Territory, or possession of the United States. 

(c) In connection wtih any transportation system located wholly or partly 
within the District of Columbia, the District of Columbia may contract with the 
Authority and the Authority may agree to pay to the District of Columbia for 
special services, facilities, and improvements to be furnished by the Distriét 
of Columbia for the benefit of the Authority such amounts as may be agreed upon 
by the Authority and the Board of Commissioners of the District of Columbia. 
For the purpose of aiding and cooperating in the planning, undertaking, con- 
struction, reconstruction, extension, or improvement, maintenance, or operation 
of any transportation system, or any part thereof, located wholly or partly 
within the District of Columbia, the District of Columbia may, upon such terms, 
with or without consideration, as it may determine, do any and all things neces- 
sary or convenient to aid and cooperate in the planning, undertaking, construc- 
tion, reconstruction, extension, or improvement, maintenance, or operation of 
such transportation system. The exercise by the District of Columbia of the 
powers herein granted may be authorized by resolution of the Board of Commis- 
sioners of the District of Columbia. 


FUNDS AND FINANCIAL TRANSACTIONS OF THE AUTHORITY 


Sec. 18. (a) All moneys received pursuant to the authority of this Act, whether 
as proceeds from the sale of bonds or as revenues or otherwise, shall be deemed 
to be trust funds, to be held and applied solely as provided in this Act. The reso- 
lution authorizing the issuance of any bonds or the trust agreement securing such 
bonds shall provide that any officer with whom, or any bank or trust company 
with which, such moneys shall be deposited shall act as trustees of such moneys 
and shall hold and apply the same for the purposes hereof subject to such regu- 
lations as this Act and such resolution or trust agreement may provide. 

(b) The Authority shall not be subject to the provisions of the Accounting 
and Auditing Act of 1950 (64 Stat. 834), the Government Corporation Control 
Act of 1945 (59 Stat. 597), as amended, or, notwithstanding any other provision 
of law, to any audit or review by the Comptroller General of the United States, 
but in lieu thereof the Authority shall employ a certified public accountant or 
accountants to establish an accounting system appropriate to the Authority’s 
operation, to perform such audits as are required for the orderly prosecution 
of the Authority’s business and operations, to prepare an annual fiscal report to 
be incorporated in the Authority’s annual report to the Congress, and to per- 
form such other audits as the Board may deem necessary for the orderly prose- 
cution of the business of the Authority. 


SERVICES AND RATES 


Sec. 19. (a) This Act, without regard to any other law of the United States of 
America or of the District of Columbia, shall constitute full authority for the 
Authority to make all rules and regulations necessary for the governing of the 
operation of transportation systems of the Authority, and the Authority shall 
have full power to determine all schedules, routings and changes therein and 
conditions of service, except as provided in section 23 hereof. This Act, without 
regard to any other law of the United States of America or of the District of 
Columbia, shall also constitute full authority for the fixing, altering, charging 
and collection by the Authority of fares, tolls, rates, rentals, fees and other 
charges for the use of any transportation system of the Authority and the services 
and facilities furnished thereby, or by any part thereof, and such fares, tolls, 
rates, rentals, fees and charges shall be determined exclusively by the Authority, 
and the Authority shall have power and authority to fix, alter, charge and collect 
such fares, tolls, rates, rentals, fees and other charges for the use of a transporta- 
tion system and the services and facilities furnished thereby, or by any part 
thereof, without obtaining the consent or approval of the Interstate Commerce 
Commission, the Publie Utilities Commission of the District of Columbia, or any 
other department, division, commission, board, bureau, agency or officer of the 
United States of America or of the District of Columbia. 

(b) The Authority may provide free transportation within any municipality 
or county in the Washington Metropolitan Area or in the District of Columbia 
to firemen and policemen employed therein, when in uniform and in performance 
of their duties and for employees of the Authority when in uniform or upon 
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presentation of identification of such employees, and may enter intou agreements 
with the United States Post Office Department for the transportation of mail 
or parcel post, and for the payment of compensation to the Authority in lieu of 
fares or charges for the transportation of letter carriers, when in uniform. No 
other free transportation or services shall be allowed or permitted by the 
Authority except in compliance with a grant, license, franchise or permit au- 
thorizing or permitting the Authority to operate in areas within the Washington 
Metropolitan Area but without the District of Columbia. 


PERSON NEL 


Sec. 20. (a) The Board shall establish a system of organization to fix re- 
sponsibility and promote efficiency ; establish such positions as may be neces- 
sary to perform the business of the Authority; define the duties of such posi- 
tions; fix the rates of pay therefor; make appointments thereto; and require 
bonds to be given by the incumbents of such of the said positions as the Board, 
in its discretion, may determine, and the Board may make provision for the 
payment by the Authority of the premiums for such bonds for such periods as 
the Board may consider desirable. The Board shall establish a personnel sys- 
tem and shall make and promulgate rules and regulations governing the condi- 
tions of employment of such personnel as may be employed by the Authority, 
including, but not limited to, the selection, appointment, reemployment, promo- 
tion, demotion, suspension, and dismissal of such personnel according to merit 
and fitness and without regard to political, religious, or racial considerations ; 
the fixing of pay and hours of employment; the establishment of an employee 
grievance procedure; and the establishment of leave, welfare, and pension 
privileges. Said personnel system shall be independent of the Federal civil 
service system and the personnel systems governing employment in the municipal 
government of the District of Columbia. 

(b) The Board shall have authority to employ such of the officers and em- 
ployees of any transportation system the Authority may acquire in whole or in 
part as it finds are necessary or desirable to transact the Authority’s business, 
and to prescribe the relative employment rights of such officers and employees. 
Any officer or employee of any such system who may have left the employ thereof 
to enter the Armed Forces of the United States shall have the same reemploy- 
ment rights as to the Authority, under the provisions of section 9 of the Universal 
Military Training and Service Act, as amended, and related statutes, as he 
would have had thereunder as to such system. 

(c) Except as otherwise provided in this section, the Authority and its officers 
and employees and the members of the Board shall, notwithstanding any other 
provision of law, be subject to the following laws and parts of laws: 

(1) Section 9 of the Universal Military Training and Service Act (62 Stat. 
604), as amended (50 U. 8. C. App., secs. 451 and the following), and related 
statutes affecting the reemployment rights of persons entering the Armed 
Forces of the United States ; 

(2) Title II of the Social Security Act, as amended, and the related provisions 
of the Federal Insurance Contributions Act (Internal Revenue Code of 1954, 
chapter 21), as amended ; 

(3) Section 6 of the Act approved May 10, 1916 (39 Stat. 66, 120), as amended 
(5 U.S. C., sees. 58 and 59), relating to double salaries ; 

(4) Section 212 of the Act approved June 30, 1932 (47 Stat. 406), as amended 
(5 U. 8S. C., see. 59a), relating to the retired pay of members of the Armed 
Forces ; 

(5) The second sentence of section 2 of the Act approved July 31, 1894 (28 
Stat. 205), as amended (5 U. S. C., sec. 62), relating to dual employment ; 

(6) The Hatch Political Activity Act approved August 2, 1939 (53 Stat. 1147), 
as amended ; : 

(7) The Longshoremen’s and Harbor Workers’ Compensation Act of March 
4, 1927 (44 Stat. 1424), as amended and extended (33 U. 8S. C., sees. 901-945, 
947-950 ; title 36, chapter 5, D. C. Code, 1951 edition) : 

(8) The District of Columbia Unemployment Compensation Act (49 Stat. 
946), as amended : 

(9) The Federal Unemployment Tax Act (Internal Revenue Code of 1954, 
chapter 23), as amended ; 

(10) For the purposes of the Act approved August 9, 1955 (Public Law 330, 
Fighty-fourth Cong. ; 69 Stat. 624), the government of the District of Columbia 
and the Authority shall be deemed to be agencies of the United States, and such 
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Act shall in every respect be applicable to the officers and employees of the 
government of the District of Columbia and of the Authority. 

(d) Notwithstanding any other provision of law, the Authority and its officers 
and employees and the members of the Board shall not be subject to the follow- 
ing laws: 

(1) The Civil Service Act of January 16, 1883 (22 Stat. 403), as amended; 

2) The Federal Employees’ Group Life Insurance Act of 1954 (68 Stat. 736), 
as amended ; 

(3) The Civil Service Retirement Act of May 29, 1930 (46 Stat. 468), as 
amended ; 

(4) The Classification Act of 1949 (63 Stat. 954), as amended; 

(5) The Federal Employees Pay Act of 1945 (59 Stat. 295), as amended; 

(6) The Annual and Sick Leave Act of 1951 (65 Stat. 679), as amended; 

(7) The Act entitled “An Act to provide certain employment benefits for em- 
ployees of the Federal Government and for other purposes,” approved September 
1. 1954 (68 Stat. 1105), as amended: 

(8) The performance Rating Act of 1950, approved September 30, 1950 (64 
Stat. 1098) ; 

(%) The Veterans Preference Act of 1944 (58 Stat. 387), as amended. 

(e) Notwithstanding any other provision of law, the members of the Board 
shall not be subject to the following provisions of law: 

(1) Section 6 of the Act approved May 10, 1916 (39 Stat. 66, 120), as amended 
(5 U.S. C., sees. 58 and 59), relating to double salaries ; 

(2) Section 212 of the Act approved June 30, 1942 (47 Stat. 406), as amended 
(> U. S. C., sec. 59a), relating to the retired pay of members of the Armed 
Forces ; and 

(3) The second sentence of section 2 of the Act approved July 31, 1894 (28 
Stat. 205), as amended (5 U. 8S. C., sec. 62), relating to dual employment. 

(f) (1) Subparagraph 1 (b) (5) (E) of the District of Columbia Unemploy- 
ment Compensation Act (49 Stat. 946), as amended (section 46-301, D. C. Code, 
1951 edition) is amended by inserting immediately before the semicolon at the 
end thereof the following: “: and Provided further, That this subparagraph (E) 
shall not apply to the employees of the Washington Metropolitan Transit Author- 
ity, which for the purposes of this Act shall be deemed to be a covered employer” : 

(2) Section 3306 of the Federal Unemployment Tax Act (Internal Revenue 
Code of 1954, chapter 23), as amended, is amended by inserting at the end thereof 
a new subsection “(0)” reading as follows: 

“(o) EMPLOYEES OF TITE WASHINGTON METROPOLITAN TRANSIT AUTHORITY.— 
For the purposes of this chapter, and notwithstanding the provisions of para- 
graph (7) of subsection (c) hereof, the term ‘employment’ shall include service 
in the employ of the Washington Metropolitan Transit Authority, and the Board 
of Directors of such Authority, as the employer of individuals whose service 
constitutes employment by reason of this subsection, is authorized and directed 
to comply with the provisions of this chapter 23.” 

(g) The Authority is authorized to borrow, and the United States Government 
or any department or agency thereof and the municipal government of the Dis- 
trict of Columbia are authorized to lend to the Authority, the services of United 
States or District of Columbia employees. The Authority shall reimburse the 
United States or the District of Columbia for such services. Any such reimburse- 
ment shall be credited to the appropriation from which is paid the compensation 
of any person whose services may be borrowed by the Authority. 


REPORTS 


Sec. 21. The Authority shall file with the Congress annually, within six months 
after the close of its fiscal year, a report of the operations and business of the 
Authority during its preceding fiscal year. 


CLAIMS AND SUITS 


Sec. 22. (a) The Authority shall not defend in any suit, action, or proceeding 
brought against it on the ground of governmental immunity, but no suit, action, 
or proceeding shall be maintained against the Authority for unliquidated dam- 
ages to person or property unless, within six months after the injury or damage 
was sustained, the claimant, his agent, or attorney gave notice in writing to the 
Board of the approximate time, place, cause, and circumstances of such injury 
or damage. 
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(b) No action shall be maintained against the United States or the District 
of Columbia on any claim arising out of the activities of the Authority, includ- 
ing its acts of commission or omission, and no liability shall accrue against the 
United States or the District of Columbia because of such activities. 

(c) The members of the Board shall not be personally liable in damages for 
any official action of the said Board performed in good faith in which the said 
members participate, nor shall any member of the said Board be liable for any 
costs that may be taxed against them, the Board, or the Authority on account 
of any such official action by them as members of the said Board; but such 
costs shall be charged to the Authority and paid as other costs are paid in 
suits brought against the Authority; nor shall the said Board or any of its 
members, or the said Authority, be required to give any supersedeas bond or 
security for costs or damages on any appeal whatever. 


VEHICLE REGULATIONS 


Sec. 23. All of the powers authorized by this Act to be exercised by the 
Authority, shall be subject to all statutes and rules and regulations promulgated 
by proper authority relating to the regulation and control of traffic and the 
operation and safety of vehicles. 


POLICING OF AUTHORITY PROPERTY 


Sec. 24. (a) The provisions of the second paragraph under the caption “For 
Metropolitan Police” in the first section of the Act entitled “An Act making 
appropriations to provide for the expenses of the government of the District of 
Columbia for the fiscal year ending June thirtieth, nineteen hundred, and for 
other purposes”, approved March 3, 1899 (30 Stat. 1045, 1057, ch. 422; sec. 4-115, 
D. C. Code, 1951 edition) authorizing the Commissioners of the District of 
Columbia to appoint special policemen for duty in connection with the property 
of corporations and individuals shall be applicable with respect to the property 
of the Authority in the District of Columbia. 

(b) The Board of Directors of the Authority is hereby authorized and empow- 
ered to make, modify and enforce all such usual and reasonable regulations as 
they may deem necessary for the protection of lives, limbs, health, comfort and 
quiet of passengers and the protection of the property of the Authority, and to 
prescribe reasonable penalties of fine not to exceed $300 or imprisonment not to 
exceed ten days, in lieu of or in addition to any fine for the violation of any of 
the regulations of the authority. Said penalties may be enforced in the municipal 
court for the District of Columbia, and in the United States district court for the 
district embracing that part of the Washington Metropolitan Area beyond the 
District of Columbia in which such violation is committed. Prosecutions for vio- 
lations of the regulations of the Authority shall be conducted in the name of the 
United States and by the attorney of the United States for the district in which 
such violation is committed. 

(c) The regulations authorized by this section shall, when adopted, be printed 
in one or more of the daily newspapers published in the District of Columbia of 
general circulation in the Washington Metropolitan Area; and no penalty pre- 
scribed for the violation of such regulations shall be enforced until thirty days 
after such publication . 

INVESTIGATIONS 


Sec. 25. The Authority, without regard to the provisions of any other law and 
the procedures established thereby, may investigate all matters relating to public 
transportation and the management thereof within the District of Columbia, the 
enforcement of its resolutions, rules, and regulations, and the action, conduct and 
efficiency of its officers, agents, and employees. In the conduct of any such in- 
vestigation, the Board may hold public hearings on its own motion. Said Board 
is hereby authorized and empowered to summon by subpena any person, except 
officers, employees and representatives of existing transportation companies 
within the Washington Metropolitan Area, before it or before a hearing officer 
designated by it to give testimony on oath or affirmation, or to produce all books, 
records, papers, documents, or other legal evidence as to any matter affecting the 
Authority, and any member of said Board and any hearing officer designated by 
it shall have the power to administer all oaths and affirmations for the purpose of 
the administration of this Act. Such subpena may be served by any member of the 
Metropolitan Police force. If any witness having been personally summoned 
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shall neglect or refuse to obey the subpena issued as herein provided, then and in 
that event any member of the Board or the hearing officer designated by it may 
report that fact to the United States District Court for the District of Columbia 
or one of the judges thereof, and said court or any judge thereof hereby is em- 
powered to compel obedience to said subpena to the same extent as witnesses may 
be compelled to obey the subpenas of that court. Witnesses, other than those 
employed by the Governments of the District of Columbia or the United States, 
summoned to appear before said Board, shall be entitled to the same fees as are 
paid witnesses for attendance before the United States District Court for the 
District of Columbia, but said fees need not be paid said witnesses in advance of 
their appearing and testifying, or producing books, records, papers, documents, or 
other legal evidence before said Board or before said hearing officer. Any person 
who shall wilfully swear falsely in any proceeding, matter, or hearing before 
said Board or any hearing officer desigfnated by said Board to hear testimony and 
receive evidence in any such proceeding, matter or hearing, shall be guilty of 
perjury. Said Board is hereby authorized and empowered to designate one or 
more hearing officers to take testimony and receive evidence in connection with 
any matter affecting the Authority . 


INTERIM FINANCING 


Sec. 27. (a) It is the intent of Congress that the acquisition, construction, and 
operation of any transportation system by the Authority shall be financed by 
private capital. If at any time it is necessary to exercise the borrowing author- 
ity in this section, transportation charges shall be fixed as though private financ- 
ing only were involved, and shall cover all costs of operating and maintaining 
such system, including depreciation, payment of interest, and reasonable pro- 
vision for the amortization of the principal of the obligations. 

(b) If the Board of Commissioners of the District of Columbia finds that the 
Authority is unable at the outset to obtain private capital to finance the acquisi- 
tion of a transportation system or systems and to provide adequate working 
capital, the Board of Commissioners is authorized to arrange with the Secretary 
of the Treasury for interim financing, pending the sale by the Authority of 
obligations to the public. To provide this interim financing the Board of Com- 
missioners is authorized, at any time prior to July 1, 1959, to issue obligations 
of the District of Columbia for purchase by the Secretary of the Treasury in 
an amount not exceeding $20,000,000, and to advance the proceeds thereof to 
the Authority for these purposes. These advances shall be subject to such 
terms and conditions as may be prescribed by the Board of Commissioners, and 
shall bear interest at a rate which is not less than the rate upon obligations of 
the District of Columbia issued under this section. It is the intent of Congress 
that these advances shall be repaid at the earliest practicable time, and in any 
event before any securities, other than obligations under section 12, subsequently 
issued by the Authority are repaid. 

(c) Obligations issued by the Board of Commissioners under this section shall 
be in such forms and denominations, shall mature at such times prior to July 1, 
1959, shall have such provisions for payment, and shall be subject to such terms 
and conditions as may be prescribed by the Board of Commissioners with the 
approval of the Secretary of the Treasury. 

(d) Each obligation issued under this section shall bear interest at a rate 
determined by the Secretary of the Treasury by estimating the average yield to 
maturity, on the basis of daily market bid quotations of prices during the month 
preceding the calendar quarter in which the obligation is issued, on all outstand- 
ing taxable marketable obligations of the United States having comparable 
periods of time to run to maturity, and by adjusting such estimated average 
yield to the nearest one-eight of 1 per centum, plus one-half of 1 per centum. 

(e) Upon receipt of a finding by the Board of Commissioners of the District 
of Columbia, made in accordance with subsection (b) of this section, the Secre- 
tary of the Treasury is authorized and directed to purchase any obligations of 
the District of Columbia issued under this section and for such purposes is 
authorized to use as a public debt transaction the proceeds of the sale of any 
securities issued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under that Act are extended to include 
purchases of the obligations issued under this section. 
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ACT CONTROLLING 


Sec. 28. Insofar as the provisions of any other law are inconsistent with the 
provisions of this Act, the provisions of this Act shall be controlling. 


SEPARABILITY 


Sec. 29. Notwithstanding any other evidences of the intention of Congress, it 
is hereby declared to be the controlling intent of Congress that if any provisions 
of this Act, or the application thereof to any persons or circumstances, shall be 
adjudged by any court of competent jurisdiction to be invalid, such judgment 
shall not affect, impair, or invalidate the remainder of this Act or its applications 
to other persons and circumstances, but shall be confined in its operation to the 
provisions of this Act or the application thereof to the persons and circumstances 
directly involved in the controversy in which such judgment shall have heen 
rendered. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, February 23, 1956. 
Hoy. J. Percy PRIEst, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives. 


Dear Mr. CHAIRMAN: I refer to your request to the Secretary of Defense 
for the views of the Department of Defense on H. R. 8901, a bill to provide for 
an adequate and economically sound transportation system or systems to serve 
the District of Columbia and its environs; to create and establish a public body 
corporate with powers to carry out the provisions of this act; and for other 
purposes. The Secretary of Defense has delegated to this Department the 
responsibility for expressing the views of the Department of Defense. 

The general purpose of H. R. 8901 is to establish a public body corporate with 
powers to acquire, extend, improve and operate an adequate transportation system 
in the Washington metropolitan area which would provide service at reasonable 
rates for the residents of the Washington metropolitan area. 

The Department of Defense, as the employer of a large number of personnel 
using the present transportation system within this area, is interested in the 
establishment and continued availability of a transit system which will provide 
adequate service at a reasonable cost. However, the Department is not concerned 
with the mechanics by which the objective of the subject bill is achieved, and 
therefore neither favors nor objects to the enactment of H. R. 8901. 

The enactment of H. R. 8901 will have no fiscal effect insofar as the Depart- 
ment of Defense is concerned. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
DonaLp A. QUARLES. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington D. C., March 7, 1956. 
Hon. J. Percy PRIEst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

DEAR Mr. CHAIRMAN: Reference is made to your request for a report on 
H. R. 8901, a bill to provide for an adequate and economically sound transporta- 
tion system or systems to serve the District of Columbia and its environs; to 
create and establish a public body corporate with powers to carry out the provi- 
sions of this act ; and for other purposes. 

Section 19 (b) of the bill provides for “The Authority to enter into agree- 
ments with the United States Post Office Department for the transportation of 
mail or parcel post, and for the payment of compensation to the Authority in 
lieu of fares or charges for the transportation of letter carriers, when in uniform.” 

The present plans of this Department do not include the use of the facilities 
of the Transit Authority for the transportation of mail or parcel post. How- 
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ever, the Washington, D. C., post office presently spends approximately $60,000 
annually for carfare for letter carriers which would be subject to negotiation 
with the Authority under the provisions of section 19 (b) of the bill. 

Section 20 (g) of the bill authorizes the Authority to borrow employees from 
the departments and agencies. This section should be amended by inserting 
“upon mutual agreement of the head of the lending department or agency and 
the head of the Authority” between the word “employees” and the period in line 
22, page 46, of the bill. 


This Department will interpose no objections to the enactment of the legisla- 
tion, provided it is amended as suggested. 


The Bureau of the Budget has advised that there would be no objection to the 

submission of this report to the committee. 
Sincerely yours, 
(Signed) Maurice H. Stans, 
Acting Postmaster General. 

Mr. Harris. Our first witness this morning will be the Chairman of 
the Board of the District Commissioners. 

Mr. Spencer, we are glad to have you here. I know you have 
wrestled with this problem for a long, long time. 


STATEMENT OF SAMUEL SPENCER, PRESIDENT, BOARD OF COM- 


MISSIONERS OF THE DISTRICT OF COLUMBIA, WASHINGTON, 
D. C. 


Mr. Spencer. Thank you very much, Mr. Chairman. 

Mr. Harris. I was really hoping that even prior to getting this 
hearing under way that I would have some report as a result of the 
meetings this morning. Evidently nothing further has come from 
them. 

Mr. Srencer. Mr. Chairman, I understand there is nothing firm at 
this time. Mr. Hayes will be prepared a little bit later this morning 
to give a little more detail about the exact state of the present nego- 
tiations with the Kampelman group. 

Mr. Harris. We are glad to have you, as I know you are very 
familiar with what has gone on, and we are glad to have your testimony 
at this time. 

Mr. Spencer. Mr. Chairman and members of the committee: the 
Commissioners are grateful to the committee for this opportunity to 
appear before it and present evidence in support of H. R. 8901. 

Mr. Harris. Will you pardon me, Mr. Commissioner, in order that 
I might also note the presence of our colleague, Mr. Broyhill, who is 
also interested in this problem and who later desires to make a state- 
ment. 

Mr. Srencer. Mr. Chairman, we are also particularly appreciative 
of the promptness with which the committee has arranged the schedule 
and scheduled these hearings, and of your expressed intention to 
continue the hearings to a conclusion as rapidly as possible. 

Our plan this morning is that I will, first of all, give the com- 
mittee a brief background statement of what transpired after the 
passage of Public Law 389 by the Congress on August 2, 1955, which 
related to the District of Columbia transit situation, until August 22, 
vhe time when the strike was settled. After that, if it meets with the 
approval of the committee, we would request that Mr. George Hayes, 
the Chairman of the Public Utilities Commission, be heard by the com- 
mittee, to tell the committee what has been done by the Public Utilities 
Commission since last August 22, in an effort to obtain a private 
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epeestor- After he has done that, if it pleases the committee, I would 
like to come back and discuss what has been done by the Commissioners 
and the Public Utilities Commission with reference to studying the 
matter of a public transit authority and with reference to the drafting 
of the bill which is now before this committee as H. R, 8901. After 
that I would like to briefly explain the provisions of the bill. 

Mr. Harris. Very well. I think that would be a very good thing. 
However, we hope you will not make too brief your explanation of 
the bill, because that is going to be important to us. 

Mr. Firyntr. Mr. Chairman, might I reserve an objection? I do 
not think I am going to object. The procedure, as I understood it, 
is that the Chairman of the Commissioners of the District of Columbia 
be permitted to testify; and someone else be permitted to testify, and 
then he can come back. 

I think that will be perfectly all right, provided the members of 
the committee have a right to interrogate the present witness on such 
matters as he testifies to while presently in the witness chair before 
we hear from anybody else. 

Mr. Harris. Oh, yes, of course you will have that opportunity. 

You may proceed, Mr. Commissioner. 

Mr. Seencer. Mr. Chairman, first of all, I would like to offer for the 
record a letter dated December 30, 1955, from me to Congressman 
John L. McMillan, chirman, Committee on the District of Columbia, 
House of Representatives. 

This letter describes what transpired in the transit situation in 
Washington from last August up until the end of December, and I 
think it would be desirable to have it in the record. 

Mr. Harris. Yes; it will be received in the record. 


(The letter referred to is as follows :) 


GOVERN MENT OF THE DISTRICT OF COLUMBIA, 
Washington 4, D. C., December 30, 1955. 
Hon, Jonn L. MCMILLAN, 
Chairman Committee on the District of Columbia, 
U.S. House of Representatives, 
Washington, D.C. 

My Dear CONGRESSMAN McMILLAN: The purpose of this letter is to report to 
the District Committees of Congress the developments which have taken place 
in the matter of furnishing mass transportation in the District of Columbia, since 
the enactment of Public Law 389, 84th Congress, approved August 14, 1955, which 
act, among other things, repealed the charter and franchise of the Capital Transit 
Co. effective August 15, 1956. 

Pursuant to the authority vested in the Commissioners by Public Law 389 
negotiations were entered into with the representatives of Division 689, Amal- 
gamated Association of Street Electric Railway and Motor Coach Employees of 
America, AFL, on August 15, 1955, for a labor contract covering wages and condi- 
tions of employment, for the period ending August 14, 1956. These negotiations 
were sucecssfully concluded on August 19, 1955. On August 20 and August 21, 
1955, the Commissioners negotiated with the representatives of Capital Transit 
Co. for the acceptance of this labor agreement by the company and the resumption 
of transit service. The negotiations were successfully concluded on August 21, 
1955, on which date the Commissioners authorized the Capital Transit Co. to 
furnish public transportation in the District of Columbia until and including 
August 14, 1956, in accordance with its franchise duties and obligations and in 
accordance with the provisions of Public Law 389. A copy of the Commissioners’ 
authorization, dated August 21, 1955, is attached hereto as enclosure 1. Transit 
service was resumed on August 22,1955. 

Under date of August 26, 1955, the Public Utilities Commission recommended, 
and the Commissioners approved, a new rate for school fares. The new rate was 
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fixed at 74% cents. A copy of the public notice is attached hereto and marked 
“Enclosure 2.” 

An August 22, 1955, the Public Utilities Commission issued an invitation for 
interested applicants to submit proposals to furnish all-bus mass transit service 
in the District of Columbia and minor contiguous areas commencing August 15, 
1956, to replace the mass transit service furnished until that date by the Capital 
Transit Co. The Board of Commissioners joined with the Public Utilities Com- 
missioners in assuring prospective applicants that both bodies would recommend 
to the Congress a legislative franchise for the successful applicant for the permit. 

The Public Utilities Commission on October 10, 1955, received proposals from 
six applicants for the permit. All proposals were found to be deficient in respect 
of financing or other prerequisites to a sound project. Detailed conferences were 
held by the Commission with each of the applicants in the period between October 
13, 1955, and December 7, 1955, looking toward the development of their proposals 
into a concrete, feasible project. I understand that the Public Utilities Commis- 
sion is furnishing you by separate letter a detailed report covering its activities 
in connection with these applications. 

During the course of these conferences with applicants for a permit, the Public 
Utilities Commissioners consulted with the Board of Commissioners as to the 
position which the Board of Commissioners would take in recommending to 
Congress relief from taxation and other burdens. As a result of these conversa- 
tions the Board of Commissioners agreed that it would recommend to the Congress 
the exemption of a new all-bus transit enterprise from the bus mileage tax. By 
statutory definition, the gross receipts tax does not apply to an all-bus system. 
It was the conclusion of the Commissioners that the payment of general gasoline 
and real estate taxes would be adequate charges against such mass transit public 
service. It was further agreed that the Commissioners would recommend that 
the operator of an all-bus system would be relieved of all snow removal responsi- 
bilities on the public streets of the District of Columbia. It is the view of the 
Commissioners that the snow removal responsibilities of prior franchise holders 
have been related to the operation of streetcars and the special right-of-way 
which these operations entail; and that the elimination of these responsibilities 
in an all-bus operation is reasonable and proper. The Publie Utilities Commis- 
sioners were authorized to assure applicants as to the position of the Board of 
Commissioners on these matters. 

On December 8, 1955, the Public Utilities Commission concluded that the so- 
called Tydings group, for whom ex-Senator Tydings was acting as counsel, had 
presented a sufficient prima facie case for the issuance of a permit to hold a 
public hearing regarding it. Accordingly, on December 15-16, 1955, the Public 
Utilities Commission conducted a hearing giving the Tydings group an opportunity 
to show cause why it should be granted a permit to operate mass transit services 
in the District commencing August 15, 1956, and should be recommended for a 
legislative franchise for that purpose. Opportunity was also given to other ap- 
plicants to place in the record evidence tending to establish feasibility of their 
plans. At this hearing the Tydings group advised the Commission that it was not 
in a position to proceed with the public presentation of its plan because of its 
inability to obtain an indication from the union representing Capital Transit 
employees, Division 689, Amalgamated Association of Street Electric Railway and 
Motor Coach Employees of America, AFL, of willingness to continue in effect, 
for a minimum of 18 months and preferably for 2 years, the existing labor con- 
tract with Capital Transit Co. The only applicant presenting further data in 
support of its application was the Metropolitan Transit Cooperative. 

On December 19, 1955, Mr. Millard E. Tydings reported to the Public Utilities 
Commission that further efforts of his group to negotiate a satisfactory labor 
agreement had failed and that his group could not therefore proceed with its 
plans to qualify for a permit. On that date the Board of Commissioners met with 
Mr. Tydings and subsequently with representatives of the union. The Commis- 
sioners proposed an extension of the present labor contract for a period of 10% 
months, to June 30, 1957. Mr. Tydings indicated that his group would probably 
accept such an agreement, but the union declined to make such an agreement. 
The Commissioners made some further efforts to bring the Tydings group and 
the union together without success. Since the Tydings group was unwilling to 
go forward prior to reaching a firm labor agreement, no further progress with 
this proposal was practicable. The Public Utilities Commission reported that 
none of the other applicants met the requirements considered essential to the issu- 
ance of a permit. 
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In view of the failure of efforts to develop sound plans for private operation 
after August 14, 1956, the Commissioners turned to plans for operation by public 
authority, with the aid of research which had been started by the Public Utilities 
Commission on this subject in November 1955. Since efficient mass transit service 
is rendered by public authorities in Chicago and Cleveland, the Commissioners 
have sought and obtained further information from those sources. Preliminary 
conferences had been held by the Public Utilities Commission with representa- 
tives of investment banking firms which had participated in the financing of 
the municipal systems in Chicago and Cleveland. On December 21, 1955, Mr. Wal- 
ter C. Cleave, a vice president of Blyth & Co., who is generally familiar with the 
situation in Washington, D. C., and who had been in direct charge for Blyth & 
Co. in the organization of the Chicago Transit Authority, met with the Board 
of Commissioners and the Public Utilities Commission and agreed to assist in 
the preparation of suitable legislation for a public transit authority in the 
District of Columbia. As a guide to Mr. Cleave in this preparatory work, the 
Board. of Commissioners furnished the following preliminary decisons which 
would be the basis for its recommendations to Congress: 

1. The authority should be an independent body organized pursuant to congres- 
sional legislation and governed by an appointed Board of Commissioners. 

2. The authority should be financed through the sale of its own revenue bonds 
without pledging the credit of the United States or of the District of Columbia. 

3. The authority should be required to take over all of the franchise privileges 
and responsibilities of the Capital Transit Co. in the District of Columbia and 
should be authorized to provide such suburban service as it may arrange with 
responsible local authorities. 

4. The authority should be free to acquire new real estate and equipment for 
its operations or be free to purchase such used properties as it may desire to 
acquire. 

In all of the negotiations looking toward the establishment of a successful 
private operation, the Public Utilities Commission and the Board of Commis- 
sioners have been keenly aware that time is of the essence. Public Law 389, 84th 
Congress, makes it possible for the District of Columbia to establish a new mass 
transit system unencumbered by the obligations of obsolete properties and equip- 
ment. Every effort was made to qualify one of the applicants for an operating 
permit at the earliest practicable date so that the successful applicant might have 
the maximum time in which to prepare to meet its operating responsibilities. 
Since it now appears that a public authority with private financing is the most 
practicable form of transit system for the District of Columbia, it is a matter 
of highest importance that the Congress act promptly to organize this authority 
so that it may take early steps to meet its operating obligations, which will begin 
on August 15, 1956. The Commissioners feel that prompt action to create this 
public authority will assure a modern, efficient, and economical public service. 

The Board of Commissioners will submit at the earliest practicable date 
proposed legislation to establish a public authority to operate mass transit in 
the District of Columbia and contiguous suburban areas. 

Sincerely yours, 
SAMUEL SPENCER, 
President, Board of Commissioners, District of Columbia. 
Enclosures. 


eel 


[Enclosure No. 1] 


MEMORANDUM OF COMMISSIONERS AUTHORIZING THE CaPITaAL TRANSIT Co. 
To FurNISH TRANSPORTATION 

AvucGustT 21, 1955. 
‘apital Transit Co. having signified to the Commissioners of the District 
a ane its willingness to furnish public transportation in the District of Co- 
lumbia under the provions of Public Law 389, 84the Congress, entitled “An act to 
amend the joint resolution entitled ‘Joint resolution to authorize the merger 
of street-railway corporations operating in the District of Columbia and for 
other purposes,’ approved January 14, 1933, and for other purposes,” approved 
August 14, 1955, without a contract or contractual agreement between said 
company and the Commissioners, or the contractual provisions set forth in 
subsection (b) of section 3 of said act, is hereby authorized to furnish public 
transportation in the District of Columbia until and including August 14, 1956, 
in accordance with its franchise duties and obligations, and the provisions of 
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Public Law 389, 84th Congress, approved August 14, 1955. The public trans- 
portation shall be furnished at the rates of 20 cents cash, 5 tokens for 95 cents 
and a weekly permit costing 90 cents plus 10 cents per ride which have been 
recommended by the Public Utilities Commission of the District of Columbia 
and approved by the Commissioners, and such school fare as may be recom- 
mended by the Public Utilities Commission and approved by the Commissioners. 
Such public transportation shall be furnished under the terms and regulations 
now established by the Public Utilities Commission, except as the same may be 
hereafter modified or changed upon the recommendation of the Public Utilities 
Commission with the approval of the Commissioners: Provided, however, That 
such terms or regulations shall not (1) provide for the removal prior to August 
14, 1956, of any tracks of the company now located in or on the public streets 
or highways of the District of Columbia, except upon abandonment by the com- 
pany, or (2) encroach upon or interfere with the usual and normal prerogatives 
of the company’s management in the conduct of its business, (8) change or vary 
the terms and conditions upon which the company is presently permitted to 
effect reductions in service in the District of Columbia. 

The Capital Transit Co., including its subsidiaries, is further authorized, with 
the approval of the Public Service Commission of the State of Maryland, to 
furnish public transportation in accordance with the provisions of said Public 
Law 389, 84th Congress, within the portion of the State of Maryland which was 
provided with public transportation by the Capital Transit Co., including its sub- 
sidiaries, immediately prior to July 1, 1955. 

This authorization shall become effective immediately. 

Dated August 21, 1955. 

[Enclosure No. 2] 
AvaustT 26, 1955. 

Under date of August 26, 1955, the Public Utilities Commission of the District 
of Columbia recommended to the Commissioners of the District of Columbia that 
school fares to be charged by Capital Transit Co. be 7% cents each and that 
tickets be sold in books containing either 10 or 12 tickets. 

At a Board meeting on August 26, 1955, the Commissioners of the District of 
Columbia approved said recommendation of the Public Utilities Commission and 
authorized Capital Transit Co. to transport school children not over 18 years of 
age going to and from public, parochial, or like schools in the District of 
Columbia at a fare of 7% cents each and to sell tickets for such transportation in 
books of 10 or 20 tickets, effective September 7, 1955. 

Mr. Seencer. On Tuesday, August 2, 1955, Congress passed Public 
Law 389 terminating the franchise and charter of Capital Transit Co. 
1 year from the date of enactment of the law and granting the Com- 
missioners authority to authorize transportation in the District of 
Columbia during the intervening period. 

The bill was signed by the President on Sunday, August 14. Dur- 
ing the period after the passage of the bill, but prior to signature by 
the President, the company and the union continued negotiations with 
the assistance of officials of the Federal Mediation and Concilation 
Service. These negotiations proved to be fruitless. After 44 days 
on strike the parties seemed about as far from a settlement as ever. 

On Monday morning August 15, the day after the bill became 
law, the Commissioners met with the Federal Mediation officials, later 
with the company officials, and then with union representatives to be 
brought up to date on the state of the negotiations at that time. The 
next 3 days and evenings were spent by the Commissioners in formulat- 
ing what seemed to us a reasonable plan of settlement and negotiating 
for its acceptance by the union. Such a plan was accepted by the 
union officials late Thursday evening August 18, and was voted upon 
favorably by the membership on Friday evening, August 19. 

The Commissioners then immediately undertook negotiations with 
Capital Transit officials to work out an arrangement under Public 
Law 389 under which Capital Transit would furnish transportation 


~ 
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until its franchise expired on August 14, 1956. Such an arrangement 
was concluded at about 2 a. m. on Sunday, August 21. Pursuant to 
authority granted in Public Law 389 it provided for an increase in 
the price of tokens from 16 cents to 19 cents and in the price of the 
weekly permit from 75 cents to 90 cents plus 10 cents for each ride. 
The price of a single fare remained at 20 cents. A copy of the docu- 
ment setting forth the authority of the company to operate on this 
basis was appended to my letter of December 30, 1955, to Representa- 
tive McMillan which has been made part of this record. The com- 
pany agreed to enter into a contract with the union on the basis of 
the settlement which had been negotiated by the Commissioners with 
the union. It was not necessary for the Commissioners to enter into 
a contract with the Capital Transit Co. under which the District of 
Columbia would pay the company for losses which might result from 
the final year of its operation as authorized by section 3 (b) (3) of 
the act. Bus and streetcar service was resumed on the morning of 
Monday, August 22, after 52 days of idleness. 

The Board of Commissioners and the Public Utilities Commission 
then immediately turned their attention toward securing a new transit 
operator to provide service after the expiration of the charter of 

yapital Transit Co. It was determined that the granting of a per- 
mit to operate a mass transit system in the District of Columbia was, 
under the law, properly the function of the Public Utilities Commis- 
sion. Accordingly on August 22, the Public Utilities Commission is- 
sued an invitation for interested applicants to submit proposals to 
it to furnish all-bus mass transit service in the District of Columbia 
and minor contiguous areas commencing August 15, 1956, to replace 
the service to be furnished until that date by Capital Transit Co. 
The Board of Commissioners joined with the Public Utilities Com- 
mission in assuring prospective applicants that both bodies would 
recommend to Congress a legislative franchise for the successful ap- 
plicant for the permit. 

Throughout the next few months the Public Utilities Commission 
made every effort to obtain a private operator. A detailed report of 
what was done can best be made by Chairman Hayes of the Public 
Utilities Commission. 

The Board of Commissioners conferred with the Public Utilities 
Commission periodically regarding its efforts to obtain a private oper- 
ator and was kept informed at all times of what it was doing. 

Mr. Harris. Very well, Mr. Commissioner. That concludes this 
portion of your statement? 

Mr. Spencer. That is correct, Mr. Chairman; after August 22, the 
focal point of this thing moved to the Public Utilities Commission. 

Mr. Harris. Are there any questions? 

Mr. Wuutams. Mr. Chairman. 

Mr. Harris. Mr. Williams. 

Mr. Witu1aMs. Mr. Spencer, as I recall—and I must admit I am not 
too familiar with the background—chief difficulty in settling the strike 
was in connection with the wage increase demanded by the union, 
and a refusal by the Commission to grant the application of the com- 
pany for an adjustment in token fees to defray the cost, or at least 
part of the cost, of granting the wage increases. That, basically, was 


the difference, was it not? 
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Mr. Spencer. Mr. Williams, I think there was considerably more to 
it than that. 

The union came in with a demand for substantial increased wages 
and substantial increased fringe benefits, including pensions and a 
number of other matters. 

The company, as I recall it, came in for an increased fare before 
the Public Utilities Commission some time prior to the time when 
the strike was called, and I believe that the basis of their original 
application for an increased fare was that they were not making 
a fair return on their investment; that that application was not, in 
the first instance, based on increased labor costs, due to the demands 
of the union; and I believe that the Public Utilities Commission in- 
dicated to the company that they would be prepared to hold a hear- 
ing and render a decision on the sole question of the increased costs 
resulting from a labor settlement very promptly. 

They thought they could do that within a matter of something like 
10 days, as I recall it. 

However, the company and the union simply were not able to reach 
a settlement and this strike dragged on and on. 

So that even after the bill was signed on August 2—there was a 
period of really 12 days before the President signed it—and during 
that period the company and the union were not able to reach an 
agreement. 

Mr. WriuraMs. Now, did the company make any overtures to you or 
to the Utilities Commission which would indicate that they could meet 
the wage demands of the union unless they were granted—an increase 
in the price of their tokens, as was later granted following the August 
14 action ? 

Mr. Spencer. I think that Mr. Hayes can give you a more precise 
and detailed account of just what occurred there with reference to pro- 
ceedings before the Public Utilities Commission than I can. But, 
generally speaking, my recollection is that the company simply said 
they could not possibly meet the full demands of the union. 

I think that they then felt that if the union would agree to some- 
thing considerably less than their original demands, that if the Public 
Utilities Commission would give the company a fare increase that 
something might possibly be worked out, but I would suggest that 
you question Mr. Haves as to the exact details of just what occurred. 

Mr. Wiu1aMs. Well, did the Commissioners explore the possibility 
of having the strike settled by an agreement between the company 
and the union, provided a proper adjustment was made in the fares 
prior to presenting this legislation last August ? 

Mr. Spencer. I would say that that was fully explored and that the 
Public Utilities Commission indicated that they would be ready to 
receive an amendment to the original application for an increase in 
the fares which amount would be based on any increases in cost that 
would result from a settlement. The Public Utilities Commission 
indicated that they would be prepared to move very fast on such an 
amendment. 

Mr. WiuuraMs. I presume that most of the union’s demands were 
met after August 14; is that right ? 

Mr. Spencer. Well, I would say that union agreed to a settlement 
that was considerably lower than their original demands. They were 
demanding, as I recall it, a 25 cent per hour increase in basic wages, and 
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the settlement that we finally worked out with them and with the 
company was for a 10-cent increase to become effective last or 
with a further 5-cent increase to become effective on June 30 of 1956 
and there was considerably less in fringe benefits than in their or iginal 
demands. 

Mr. Witttams. Well, is it your feeling that the union would have 
settled for the same concession on the part of the Transit Co. ? 

Mr. Sreencer. Well, it is hard to say, Mr. Congressman. I think 
they might have, had a specific offer of that amount been made earlier 
in the proceedings. I do not think anybody can say definitely. 

Mr. WiLuiaMs. Assuming, then, that they would have been willing 
to accept that adjustment in their contraet, and assuming that the 
Transit Co. was wrong in making its request for adjustment in the 
price of tokens, why was that adjustment in the price of tokens and 
fares made immediately following August 14 ? 

Mr. Srencer. Well, the Public Law, 389, gave the Commissioners 
authority to make arrangements for transit service in the District of 
Columbia for the period of 1 year following the enactment of that 
law. In other words, that law superseded the provisions of the Public 
Utilities Act, which authorized the Public Utilities Commission to fix 
rates and fares. In other words, under the new law, the Commissioners 
were able to make arrangements with the company directly as to what 
fares would be charged, provided they did it on the recommendations, 
as I recall it, of the Public Utilities Commission. 

Mr. Wuu1aMs. Have we not virtually reached this point at the 
moment, that we are right where we would have been, had the Public 
Utilities Commission granted the increase in fares, except that the 
Commissioners are running the Capital Transit Co. ? 

Mr. Seencer. No, the Commissioners are not running the Capital 
Transit Co. It is run just as it had been before. The only change was 
that under this new law, the Commissioners were permitted to fix 
the rates and fares upon the recommendation of the Public Utilities 
Commission and it was not necessary for us to go through a lot of 
lengthy hearings under the law. 

Mr. Wirz1aMs. I understand that you are not actually operating it, 
of course; but is not the situation virtually the same as it would have 
been had the Public Utilities Commission recognized the need for this 
adjustment in the price of tokens, and had the District transit system 
yone ahead and settled with the union ? 

Mr. Spencer. I think that the Public Utilities Commission did 
recognize the need for the change in fares, if the company reached an 
agreement with the union for higher wages, and they indicated that 
they would be very ready to expedite any such application by the 
company. They did not feel they could give fare increases prior to 
the time that the company reached a settlement with the union. They 
did not feel that in accordance with their obligation under the Public 
Utilities Commission Act they could do that. 

Mr. Witu1aMs. That isall, Mr. Chairman. 

Mr. Harris. Mr. Wolverton. 

Mr. Wotverton. Mr. Chairman, as I understand it, the present 
witness is merely testifying as to the procedures that have followed 
the taking over of the passage of the legislation by the Congress last 
August. 

Mr. Harris. Yes. 
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Mr. Wotverron. In other words he is not going to go into the merits 
of this particular bill that is before us for consideration at this time. 

Mr. Harris. For the information of the members who have come 
in since the opening of the hearings this morning the announced pro- 
cedure was for Commissioner Spencer first to give a brief outline of 
what happened in the last sessions or last year following adjournment 
of Congress, after the Congress provided authority for the District 
Commissioners to settle the strike that was at that time going on; 
and Commissioner Spencer has just given a statement as to what hap- 
pened during the negotiations, and getting transportation started. 
Following this review of what occurred last year by Commissioner 
Spencer, Mr. Hayes, Chairman of the Public Utilities Commission, 
is to give the committee the benefit of his knowledge of the negotia- 
tions that were had during last fall and up until this time, toward 
obtaining private operation for transportation. Following that ex- 
slanation, bringing us up to date on these activities, it is planned that 
& ommissioner Spenc er is to come back and pick up again and explain 
the formulation of the bill that we have before us, and then outline the 
provisions of the bill. 

Mr. Wotverton. Thank you, Mr. Chairman. 

In view of the fact that the present witness does not intend to discuss 


the provisions of the bill, I will not interpose any further questions at 
this time. 


Mr. Frynr. Mr. Chairman. 

Mr. Harris. Mr. Flynt. 

Mr. Fiynt. Prior to the enactment of legislation last August (Pub- 
lic Law 389), signed into law by the President on August 14, the gov- 
erning body over rates to be charged by any public utility within the 
District of Columbia was the District Public Utilities Commission ; is 
that correct ? 

Mr. Spencer. That is correct, sir. 

Mr. Fiynv. Prior to the strike of the employees of the Capital 
Transit Co., there had been negotiations on between the employees and 
the company which later resulted in the strike because they could not 
agree. 

Mr. Srencer. That is correct. 

Mr. Fiyntr. The union made certain demands upon the company, to 
which the company either could not or would not accede and after sev- 

eral weeks, or perhaps longer, of negotiations, the negotiations broke 
dow nand the strike was forthe oming. 

At any time during the negotiations, and at any time during the 
strike, did the C: apital Transit Co. make an application to the District 
Public Utilities Commission for rate increases ; for increase in fares ? 

Mr. Srencer. As I explained in answer to one of Mr. Williams’ 
questions, the Capital Transit Co., as I recall it, did make an applica- 
tion for an increase in fares in May or early June, which was during 
the time that these negotiations were going on with the union. These 
increases in fares which they requested at that time were not based on 
an anticipated increased labor cost as a result of a settlement to be 
worked out with the union. 

That application was based on the theory that they were not receiv- 
ing a fair return on their investment even under existing conditions. 
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Now, I do not believe that amended application or a new application 
for increased labor costs was ever placed before the Public Utilities 
Commission. I think the company said that they were not prepared 
to do that until they reached a settlement, and they did not reach a 
settlement with the union. 

Mr. Fiynr. Are you prepared to state, or would you rather let some- 
body else state, the amount of increased fares which the company ap- 
plied for? 

Mr. Srencer. I would prefer to have the Chairman of the Public 
Utilities Commission state that. 

Mr. Fiynrt. All right. To the best of your knowledge and recol- 
lection, without pinning it down to exact figures what was the amount 
of increase which the company requested; was it substantially the 
same as that which was granted after the bill was signed into law 
by the President ? 

Mr. Srencer. My memory is not too precise on that point, Mr. Con- 
gressman. I think Mr. Hayes can give you a precise answer. 

Mr. Fiynt. Can we then, pending the receipt of that information 
for the record, assume that the rate increase granted by the District 
Commissioners was substantially the same as that requested by the 
company of the Public Utilities Commission? Is it not a fair state- 
ment to say that this entire furore which came on last year could have 
been avoided by the granting of an application by the Public Utilities 
Commission ? 

Mr. Spencer. On those assumptions, it might have been acceptable 
except for this point, Mr. Congressman. The whole question of 
whether the company was getting a fair return on its investment in- 
volves quite a lot of issues. It involves the question of whether their 
operations were efficient and economical, and so on. 

So in order for the Public Utilities Commission to carry out its obli- 
gations under the statute with reference to a fare increase that was 
based on that theory, they would have had to hold rather extensive 
hearings, and I do not think that there was time for them to hold those 
lengthy hearings and actually comply with the requirements of the 
statute, with respect to the rates that would give a fair return, before 
the termination of the labor contract on June 30. 

So I do not think the answer to what you say is “Yes.” I think 
because of the procedural complications in there the Public Utilities 
Commission could not properly grant that increase requested before 
they had come to the conclusion that the company was right. 

Mr. Fiynr. They had the authority to grant it, did they not? 

Mr. Spencer. They did have the authority to grant it if the com- 
pany made out a good case. 

r. Ftynt. Now, another question. Could you either furnish now 
or supply later for the record, the exact date that application was filed ? 

Mr. Srencer. Yes; I think Mr. Hayes can give you that. 

Mr. Fiynt. All right. Now, on the question of a fair return on in- 
vestment. That, of course, involves a great many things. It is a 
thing that has filled both the statute books and the Commission reports 
as well as the court reports in the District, the States, and the Federal 
Government of thousands and thousands of pages. It is not as eas 
to set up a formula as I am sure you wish it were and not as easy as 
wish it were. 

Mr. Spencer. That is correct. 
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Mr. Fiynv. There are a great many things that enter into it. There 
are operating costs and certain fixed costs. In arriving at the fair 
return on the investment, that fair return is, of course, based on net 
profits after all operating costs, including depreciation, interest on 
funded indebtedness, and in fact, everything that goes into the cost of 
operation of a utility. 

The concept of a public utility, which is regulated, is different from 
that of a nonregulated business. That is, certain rules and formulas 
have to be set up and established, both by law and by the Public Utili- 
ties Commission. One of the hardest things to determine, as I am 
sure in your connection with this particular matter you have found 
out, is what figures and what base shall be used in determining the 
fair return on the investment. 

There are many methods by which this can be done. I think there 
are four which are of considerable interest to us, not only later on in 
the hearings, but also at this stage. One is the arrival at the correct 
figure of the capital and physical assets of the operating company. 
One way, of course, would be the actual cost. The second would be 
actual cost less depreciation. Third would be replacement value. 
Fourth would be actual market value of those capital assets. And of 
course there are others. 

I am sure that the Public Utilities Commission of the District of 

Yolumbia, like the public utilities commissions throughout this coun- 
try, seeks to arrive at a base which is commensurate with yielding a 
fair return to the company, and at the same time one which is com- 
mensurate with giving to the users of that public utility the greatest 
value for the fees or fares or charges that they pay. 

Do you think, as Chairman of the Board of Commissioners of the 
District of Columbia, that the interest of the citizens of the District 
of Columbia, the public, the users of the facilities of the transit com- 

any, would have been better served or more poorly served had the 
Public Utilities Commission granted a reasonable increase at the time 
the application was made ? 

Mr. Spencer. I don’t think that the Public Utilities Commission 
could grant a reasonable increase until such time as they had held the 
necessary hearings, and obtained evidence which would enable them 
to make findings which would support a fare increase based on what 
they considered was a reasonable return. By the time they had done 
that, the time was past for the end of this contract. 

Mr. Fiynt. The powers which were given to the District Commis- 
sioners were then substantially broader powers than those possessed by 
the Public Utilities Commission prior to the enactment of Public 
Law 389. 

Mr. Spencer It seems to me that they were. Those enabled us to 
make arrangements for transportation with a private operator and 
to fix fares based upon the recommendation of the Public Utilities 
Commission. When we completed our negotiations in August with 
the union and arrived at a settlement which the union was ready to 
agree to, we then entered into negotiations with the company to see 
if they would accept a fare increase which the Public Utilities Com- 
mission was ready to recommend, based on these estimated increased 
costs as a result of the new labor settlement. ie 

Mr. Fiynv. As the Chairman of the District Commission, «lo you 
think that the fare increase which was granted by the Board of Com- 
missioners was a fair one and justified by all the facts? 
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Mr. Spencer. It seems to me that it was. 

Mr. Fiynr. Do you have any reason to doubt that a similar increase 
or an identical increase, if granted by the Public Utilities Commission, 
would have been other than fair? 

Mr. Spencer Had there not been an increase in labor costs, and a 
specific labor settlement on which you could estimate increased labor 
costs, I don’t know whether such an increase would have been justified 
or not. In other words, the thing that enabled us to make the fare 
increase is that we knew definitely what these increased labor costs 
would be. It was not until you worked out a labor settlement that you 
could tell what those additional costs would be. 

Mr. Fiynr. Apparently everybody concerned—the Board of Dis- 
trict Commissioners, the Public Utilities Commission and its mem- 
bers, the Capital Transit Co., the employees union and the public— 
have all been reasonably satisfied with the structure as it now exists. 

Mr. Spencer. I believe they have been. 

Mr. Fiynr. You are satisfied / 

Mr. Spencer. Yes, sir. 

Mr. Fiynv. As far as you know the Public Utilities Commission is 
satisfied ? 

Mr. Sprencer. Yes, sir. They recommended those fare increases 
to us. 

Mr. Fiynv. So far as you know, the Capital Transit is satisfied / 

Mr. Spencer. As far as I know, yes. 

Mr. Fiynr. As far as you know, the employees of their union are 
satisfied ? 

Mr. Spencer. I think so. They said they thought the settlement 
was a little low, but they accepted it. 

Mr. Fiynv. Then is there any reason to doubt that if the Public 
Utilities Commission had gone into what we might call for want of 
a better word an emergency session and set up hearings within the 
time provided by law, and ran those hearings morning, afternoon, 
and sometimes into the evening that the Public Utilities Commission 
could have done under existing law the identical thing that the District 
Commissioners did under Public Law 389? 

Mr. Spencer. I think the Public Utilities Commission, as soon as 
the union and the company had worked out a settlement so that they 
knew what the increased labor costs would be, could have immediately 
gone into hearings and night sessions, and they were prepared to do 
that. I think they could have gotten out a fare increase very promptly. 
However, I don’t think they could do it until the company and the 
union had reached a settlement so that they would know what these 
increased labor costs would be. 

Mr. Hinsnaw. Will the gentleman yield? 

Mr. Friynt. Yes, I will. Ais 

Mr. Hrnsnaw. I am curious to know whether it is the gentleman’s 
idea that all we should do is to repeal.the act of August 2 of last year, 
and let it go? 

Mr. Gist. I have no idea at this time, and I will not know until 
the hearings proceed further. 

Mr. Dotttver. Will the gentleman yield ? 

Mr. Fiynt. I would be glad to. 





WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 47 


Mr. Douuiver. Isn’t it a fact, Commissioner Spencer, that the final 
settlement made at the conclusion of the strike is quite similar to that 
that had already been offered by the Capital Transit Co. ? 

Mr. Spencer. The final settlement was quite similar to an offer that 
was reputed in the newspapers to have been made by the Capital 
Transit Co. on the condition that the President did not sign the bill. 
That was stated in the papers during the period after Congress had 
passed the act, but the President had not signed it. It was somewhat 
higher than any offer that the company had made that was uncondi- 
tional. I think that the company may contest somewhat whether they 
made this other offer. There seems to be some argument about that. 

Mr. Dotuiver. Do you think at that particular time the Capital 
Transit Co. would have been glad to try to retain their franchise ? 

Mr. Spencer. At what time are you speaking of ? 

Mr. Dotiiver. At the time this purported offer was made, that I 
have just referred to. In other words, before the President signed 
the bill. 

Mr. Srencer. I couldn’t say, sir. The Capital Transit Co., or at 
least Mr. Wolfson did say, a little bit before the bill was passed, that 
the company would be ready to voluntarily give up its franchise and 
liquidate. 

Mr. Dotiiver. Thank you, Mr. Flynt. 

Mr. Fiynv. I have one more question, Mr. Spencer. 

Do you know whether the company’s application to the Public Utili- 
ties Commission for adjustments in the prices of fares and tokens was 
predicated on an anticipated request for wage increases ? 

Mr. Spencer. It was my understanding that it was not, sir. It was 
predicated upon a proposition that they were not receiving a fair re- 
turn on their investment under their existing cost setup. 

Mr. Frynt. Under the existing cost. 

Mr. Srencer. That is my understanding. Mr. Hayes can probably 
give you a more complete answer than that. 

Mr. Fiynr. I have no further questions. 

Mr. Harris. Mr. Hinshaw. 

Mr. Hinsnaw. No questions. 

Mr. Harris. Mr. Rogers. 

Mr. Rogers. No questions. 

Mr. Harris. Mr. O'Hara. 

Mr. O’Hara. Mr. Spencer, what is the fixed valuation of the Capital 
Transit Co. as it operates at the present time? I mean the depreciated 

value upon which they determine the rate and the fares and so forth 
that are charged ? 

Mr. Spencer. Could I ask one of the Public Utilities people for that 
figure ¢ 

“Mr. O'Hara. Surely. 

Mr. Spencer. I am informed that it is $19 million at present, but 
that there is a dispute with respect to $214 million of that, because of 
some controversy about depreciation. The figure as of December dl, 
1955, was $19,429,000. 

Mr. O'Hara. With some $2 million or a fraction thereof in dispute. 

Mr. Spencer. That isr ight, about $214 million, they say. 

Mr. O’Hara. That takes into consideration, does it not, Mr. Spencer, 
upon the greatly depreciated value of all of the equipment 4 a 

Mr. Seencer. That i ismy understanding, sir. 
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Mr. O’Hara. So that you are asking for a public authority for $20 
million. That would. not nearly replace the present equipment on the 
basis of new equipment. 

Mr. Srencer. Did you say $20 million ? 

Mr. O’Hara. Yes. 

Mr. Spencer. $20 million would not replace the equipment; no, sir. 
Of course, the bill which we have before the committee would permit 
the Authority, if the bill is passed, to issue bonds to private investors 
and to take equipment trust certificates, and soon. So there is no final 
limit of $20 million on the investment in the Authority. 

Mr. O’Hara. Very well. 

Mr. Harris. Mr. Friedel. 

Mr. Frrepev. Mr. Chairman, I would like to ask a few questions. 

Mr. Harris. I think we remember that this is for background in- 
formation, and we are not getting into legislation. 

Mr. Friepver. No; I just want to get a little background informa- 
tion. 

Mr. Spencer, do you know whether the Public Utilities Commission 
were meeting with the transit company and the union and the mediator 
while the strike was on, trying to settle the strike ? 

Mr. Seencer. I did not hear you very well. 

Mr. Friepet. Did the Public Utilities Commission call a meeting 
and try to mediate or work out a plan to settle the strike while it 
was on / 

Mr Spencer. The Public Utilities Commission did not attempt to 
mediate because they did not feel with their responsibilities for fix- 
ing rates, and so on, they should do that. The Federal Mediation Serv- 
ice was mediating with the parties right straight along, and the Board 
of Commissioners mediated with them for a long time, and as much 
as we could. 

Mr. Frrepev. The reason I asked that question is that according 
to your own statement that the Monday morning after the bill became 
law, the Federal Mediation officials met with the company officials and 
then with the representatives of the union, and in these days you 
worked out a plan that was acceptable to the union. Then you met 
with the transit company and you granted them an increase, whatever 
the increase was, and within a week’s time the strike was settled. 

Mr. Spencer. That is correct. 

Mr. Frrepet. Why couldn’t that have been done, or what authority 
did the District Commissioners have greater than the Utilities Com- 
mission had prior to the enactment of Public Law 389? 

Mr. Spencer. I don’t think the Utilities Commission had any 
authority to go in and mediate. Of course, they did have authority 
on proper application, and if certain statutory requirements were 
complied with, to increase fares. What Public Law 389 did was really 
two things: It enabled us to contract or arrange with a private operator 
to perform mass transit service in the District of Columbia and to fix 
the fares upon the recommendation of the Public Utilities Commission. 
It enabled us to move in without delay and do that. 

The second thing which the act did which improved the situation 
from the point of view of reaching a settlement is that the act gave 
the Board of Commissioners authority to enter into a contract on 
behalf of the District of Columbia with the Capital Transit Co. to 
pay losses which might arise to the company during the last year of 
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their operation as a result of this labor contract. We never had to do 
that but it was there. 

Mr. Frrepet. That was never used. Other than that section, didn’t 
the Public Utilities Commission have the same authority as the District 
Commissioners had prior to the settlement of the strike? 

Mr. Spencer No; I don’t think they did. Those two things that I 
have mentioned, I think really changed the situation very substantially. 

Mr. Friepev. That is all, Mr. Chairman. 

Mr. Harris. Our chairman is with us, Mr. Priest. 

Mr. Priest. Mr. Chairman, I won’t have any questions at this point. 
I am sure, Commissioner Spencer, you must have explained to the 
committee earlier, or at least given them your viewpoint as to any 
immediate possibilities of working out any arrangement with private 
operators to take over the system. 

Mr. Srencer. Mr. Chairman, I stated when I first took the witness 
chair that at the present time nothing has been firmed up sufficiently 
so that the Public Utilities Commission is prepared to recommend a 
permit to a private operator. They are, however, engaged, or were 
engaged right up to this moment, in discussions with a private group. 
Mr. Hayes, the Chairman of the Public Utilities Commission, will be 
prepared to give you more detailed information as to the exact status 
of that situation. 

Mr. Prresr. But under the present status, it is your feeling that 
with an August deadline, that we should spare no time in moving for- 
ward on the legislation proposed in the pending bill? 

Mr. Srencer. It ismy opinion that we should move forward on this 
as rapidly as possible. At any time if a profit operation is firmed up, 
we could drop this very quickly and move into that. 

Mr. Priest. Mr. Chairman, that is all for the time being. Thank 
you, Commissioner. 
~ Mr. Harris. Thank you very much, Mr. Commissioner. As we 
have previously agreed to, if you will stand aside, we will have the 
Chairman of the Public Utilities Commission now explain whatever 
efforts have been made through negotiations with private operators to 
take over this operation. We are very glad to have you with us, and 
we will be very glad to have you give us information leading up to 
the present moment in your efforts toward negotiating for other opera- 
tors of this important transport. 


STATEMENT OF GEORGE E. C. HAYES, CHAIRMAN, PUBLIC UTILITIES 
COMMISSION OF THE DISTRICT OF COLUMBIA 


Mr. Hayes. Thank you very kindly, Mr. Chairman. 

Mr. Chairman and members of the committee, I think I first ought 
to add the thanks of our Commission to your committee for this very 
prompt hearing. , 

My name is George E. C. Hayes. I am Chairman of the Public 
Utilities Commission. I have a prepared statement which is being 
handed to each of you and shall, of course, be glad after that has been 
read into the record to subject myself to such questions as the com- 
mittee may see fit to ask. ; 

We have our technical staff here with us, and if there be questions 
which are asked of me which I do not know the answer to personally, 
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I trust I will have the leave of referring to the experts for support- 
ing data. 

It has been indicated by Mr. Spencer, President of the Board of 
Commissioners of the District of Columbia, that as of August 22, 
1955, the Public Utilities Commission was assigned the task of at- 
tempting to obtain a successor to the Capital Transit Co. to handle 
the major portion of the mass transit in the District of Columbia and 

its environs, come August 14, 1956. As of that very date, August 22, 
1955, we sent out an invitation to submit applications for this public 
transit system. With a view of making this invitation as widespread 
as possible, the text of this invitation was given to all of the local 
papers and from the roster of members of the American Transit As- 
sociation and from an additional list made available to use we sent 
directly throughout the country several hundred invitations, in- 
cluding financial papers, journals of commerce, and any and all of 
whom we had knowledge who might be thought to be interested. In 
this connection, we solicited and obtained the advice of an expert in 
the transit field and made the invitation as far reaching as possible. 

I have copies of this invitation and I shall be glad to read same into 
the record and to furnish the committee with copies of same. 

It would perhaps be better for me at this time to read the invitation 
so that the committee may carry along the thinking of what this invita- 
tion encompassed. 

Mr. Harris. How long isthe memorandum ? 

Mr. Hayes. It is approximately a page of typewritten matter. 

Mr. Harris. Very well. 

Mr. Hayes (reading) : 


August 22, 1955: Invitation to submit applications for public transit system. 
Applications are invited to furnish all bus mass transit service in the District of 
Columbia and minor contiguous areas commencing August 15, 1956, to replace the 
mass transit service furnished until August 14, 1956, by the Capital Transit Co. 
street railway and bus system. Applicants must be prepared to furnish all of 
the property, facilities, equipment, and services that will be required to provide 
the mass transit service. There is no requirement to purchase any part of the 
property, facilities, or equipment of the Capital Transit Co. 

Statistical, economic, engineering, financial, and other data which may be of 
assistance in evaluating the prospects for mass transit operations in the District 
of Columbia are available to all interested parties in the office of the Public 
Utilities Commission, District Building, 14th and E Streets NW., Washington, 
D.C. 

Applications will be received by the Public Utilities Commission of the District 
of Columbia at the Office of the Executive Secretary of Commission, room 201, 
District Building, 14th and E Streets NW., Washington, D. C., until 10 o’clock 
a.m., Monday, October 10,1955. Each application should present the management 
experience in transportation operations, proposed methods of financing, number, 
type, and size of buses, general administrative and maintenance plan, routes, 
schedules, proposed fare structure, estimated cost of operation, estimated gross 
revenue, and estimated net income. 

After such public hearings as may be deemed advisable by the Public Utilities 
Commission, the Commission will determine the successful applicant, and will 
grant the said applicant as soon as practicable a permit to provide mass transit 
service commencing August 15, 1956. As soon as possible after the convening 
of the second session of the 84th Congress in January 1956, the District of 
Columbia Board of Commissioners and the Public Utilities Commission will join 
in recommending to said Congress the granting of an appropriate legislative 
franchise. The Public Utilities Commission reserves the right to reject any or all 
applications or to accept any application which is deemed for the best interest 
of the District of Columbia. 
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You will note that the applications of interested parties were solic- 
ited as of or by the 10th of October. In response to this invitation, 
we received six applications. The respondents may be refered to in 
this wise: 

1. Metropolitan Transit Cooperative (application signed by Greg- 
ory Hankin, Esq.). 

2. Metropolitan Rapid Transit Co. (application signed by A. Jo- 
seph Wraight). 

3. B. & F. Transportation Co. (application signed by Morris Fox, 
president). 

4. Washington Rapid Transit System, Inc. (application signed by 
I. Wm. Stempil, Esq.). 

5. The Tydings Group (application signed by Senator Tydings). 

6. The Kampelman Group (application signed by Max Kampel- 
man, Esq.). 

These applications, when perused by our Commission, we felt to be 
lacking in a number of details, and in each of the instances we person- 
ally contacted the representatives of these respective groups in order 
that we might call to their attention the areas in which we felt there 
were deficiencies. We set up a schedule of meetings beginning on the 
13th of October, the earliest convenient date after October 10, the re- 
turn date on the invitations. The conferences were held as follows: 

Metropolitan Rapid Transit Co., October 13. 

Metropolitan Transit Cooperative, October 14. 

Washington Rapid Transit System, Inc., October 18. 

T ydings Group, October 19. 

B, & F. Transportation, Inc., October 20. 

Kampelman Group, October 21. 

In each of these conferences, we called the attention of the ap- 
plicants to additional data which the Commission required of them 
under 9 detailed headings. 

1. Structural organization. 

2. Type of service. 

3. Management experience in mass transportation. 
Pr oposed method of financing. 

Number, type, and style of buses. 

General administrative and maintenance plan. 
Routes and schedules. 

. Proposed fare structures. 

9. Estimates of revenues, expenses, and net income. 

It was then, is now, and alw ays has been the desire on the part of 
the Commission to obtain a privately run transit system. To that end 
we made available to each of the applic ants all pertinent data on file 
in our office, together with the services of all of our members of our 
staff, which privileges were taken advantage of by each applicant. 
In furtherance of this plan, our staff compiled a statement having to 
do with the structure of the Capital Transit Co., financial and other- 
wise, and made available reports from the Capital Transit Co. to this 
Commission from 1946 to August 1955. 

Counsel for our Commission advised that the ordinary rule provid- 
ing for a public hearing on the ground of convenience and necessity 

yas not applicable in this instance, but suggested the propriety of 
such a hearing on account of the public interest involved and the 
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uniqueness of this situation. We continued, from the dates of the hear- 
ings above referred to, to constantly importune all of the applicants 
to ‘supply us with data sufficient to justify the scheduling of a public 
hearing. 

Mr. ( ‘hairman, and members of the committee, I have the state- 
ments as to each of the applicants arranged in chronological order as 
of the receipt of the original applications; as to the steps taken in 
each instance e, as to conferences had with them and suggestions made 
to them; all in the attempt to obtain the type of minimum compliance 
which would justify the setting of a public hearing. 

I have made reference to the fact that I have those in chronological 
order. The volume of those is here, as evidenced by the size of this, 
but we will be glad to make this an exhibit as far as our presentation 
is concerned so as to make the same available to the members of the 
committee. 

Mr. Harris. We would be glad to have it filed for our files, in case 
it becomes necessary in the consideration of the problem. 

Mr. Hayes. Thank you, Mr. Chairman. 

Mr. Harris. I think it would be a little too voluminous to undertake 
to make it a part of the hearings. 

Mr. Hayes. That was my thought, sir. 

(The volume was filed as an exhibit with the committee. ) 

Mr. Harris. I notice in the additional data you submitted a letter 
from you to Mr. McMillan, the chairman of the Committee on the 
District of Columbia, and other statements. Do you wish these state- 
ments to go in the record too? 

Mr. Hayes. Yes, I do, Mr. Chairman. I think there will probably 
be a place in the further presentation where they might more appro- 
priately fit in. I do desire that they be made a part of the record so 
that reference may be made to them. 

Mr. Harris. They may be included in the record at the proper place. 

Mr. Hayes. In each of the instances, for one reason or another, 
there continued to be uncorrected deficiencies. For reasons which I 
shall hereinafter detail, each of the applicants was itranated for the 
purpose of public hearing except the so-called Tydings group, with 
respect to which we decided to have a public hearing, feeling that 
there was a prima facie showing which might by development ev ‘idence 
the possibility of mass transportation in the District of Columbia by 
private enterprise, the goal toward which we were earnestly working. 
It will doubtless be of interest to this committee to know in some small 
detail the disposition made of the various applications, with our 
reasons therefor. There is no significance in the order in which these 
are set forth but rather, as indicated, shows the disposition of the 
respective applications, 

1. It is perhaps well to begin with the Metropolitan Rapid Transit 
Co. In a letter dated November 5, 1955, Mr. A. Joseph Wraight, the 
original party signatory to the applice ation, withdrew the proposals 
of his group for the reason as given by him that they found same 

“unbankable” on account of the effect which the revocation of the 
Co Transit Co. charter had on the financial market. A letter 
dated November 25, 1955, written on behalf of J. Slater Jenner 
and A. Joseph Wraight reasserted an interest, but the proposition was 
never followed through. 
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2. Referring to what I have noted as the Kampelman group, Mr. 
Kampelman represented some undisclosed local investors and some 
persons from Minneapolis, and came to the office with some of the 
gentlemen from Minneapolis, for whom he was in a representative 
capacity and went through the detail of getting in touch with the staff, 
and, according to our information, made some rather detailed investi- 
gations as far as the fiscal structure of the Capital Transit was con- 
cerned, their barns and their places of maintenance, and the like. 

Perhaps it is well not to go into too much detail with reference to 
that particular group, for the reason that at one time Mr. Kampelman 
suggested a structure on which reliance was to be had. He further 
suggested the matter was not in such shape that he felt disposed to 
ask us to consider the proposal with respect to them, but rather for 
the record to disclose what he had offered, rather than at the public 
hearing, to the time of which I have made reference. They wanted 
the details to be shown, and they did not desire to participate in any 
public hearing, and their financial picture was not in such shape as he 
at. that time felt disposed to make an offer as far as their going forward 
was concerned. 

And for so much, there was an elimination as far as the Kampel- 
man group was concerned. It should be here noted that since the time 
that the public hearing was had, Mr. Kampelman resubmitted his 
proposition and the question of the ability of this group to qualify is 
presently before the Commission. However, we urge that hearings 
on H. R. 8901 and H. R. 8947 should be gone forward with and proper 
steps taken on the Commissioners’ proposed legislation rather than 
abide the outcome of these pending negotiations. Should it develop 
that a satisfactory conclusion is reached as to the property of granting 
a permit and recommending for a franchise this or any other group 
representing private enterprise, it will coincide with the wishes of 
this Commission, the express desire of the Commissioners of the Dis- 
trict of Columbia, and we feel sure with the attitude of this Congress, 
that appropriate steps be taken to substitute any such group for the 
public authority here sought. 

3. The B. & F. Transportation Co., headed by Mr. Morris Fox as 
president, made as its underlying proposition a financial structure of 
a bond issue of some $10 million. There was never any showing of 
any subscription to this bond issue. There was talk from Mr. Fox of 
contacts had with the Capital Transit Co. and from his point of view 
there was the possibility of entering into some such arrangement with 
the Capital Transit Co. as would put him in a position to make us a 
firm proposition. At at no time, down to the present time, has any 
proposition been made to the Commission which would warrant con- 
sideration for the granting of a permit to this group. During the 
period of negotiations, after the public hearing, to which we shall 
later make reference, the Stempil group and the Washington Rapid 
Transit System, Inc., advised the Commission that they had joined 
forces and later and at the time of the recent hearing before the Senate 
District Committee, Attorney Stempil, former spokesman for the 
Washington Rapid Transit System, Inc., announced that he appeared 
as counsel for Mr. Morris Fox, of the B. & F. Transportation Co., 
thus removing the Washington Rapid Transit System, Inc., entirely 
from the picture. It is further to be noted in this regard that in ex- 
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pressions recently made before the Senate District Committee the 
firm of Colladay & Colladay entered its appearance for the B. & F. 
Transportation Co. and representations were made to the Senate Com- 
mittee and have been made to this Commission by Attorney E. F. Col- 
laday that a firm proposition involving the taking over of the C apital 
Transit Co. is to be presented to this Commission. Here, again, no 
such incomplete possibility should hold up congressional action. 

It was the position of the Commission that we could not afford to 
go forward under representations, simply made of their character, 
without any actual showing with respect to it. 

There was also a serious question as to the expertness of manage- 
ment in the event that such an offer were to be given consideration. 
And for those reasons, we felt that the B. & F. Transportation Co. 
had not made a satisfactory showing. 

4. The Metropolitan Transit Cooperative was presented to us first 
in the nature of a cooperative. Mr. Hankin, who was the sponsor for 
that group, indicated that stock in the amount of $10 million and 
bonds in the amount of $10 million were to be offered directly to the 
public in the nature of a cooperative. We, upon contact with him, 
give our concern as to the possibility of a cooperative function in a 
manner in which he indicated, and suggested that in our opinion there 
should be some showing of an actual financial possibility before we 
could offer the name of his group as being entitled to the suggested 
franchise or the suggested permit as coming from the Public Utilities 
Commission. 

As of the 4th of November, after a conference had with the Com- 
mission, Mr. Hankin changed his proposition and suggested that this 
$20 million was going to be put in in the form of the purchase by a 
firm referred to as the Red Bird Truck Rental Co., who, according to 
Mr. Hankin, was going to purchase the buses and the ‘service mate- 
rials, and was going to take care of the maintenance, and was going to 
advance $4 million to this cooperative for offices and equipment and 
supplies, and for working capital, which matter was to’ be paid back, 
or to be repaid out of the sale of securities, 

The suggestion was made to Mr. Hankin that no such position was 
a plausible or a workable one, because under these circumstances, this 
company would be entirely beyond control of any regulatory body; 
the property would be owned by this Red Bird Truck Rental Co., 
owned and leased by these people, and it did not represent any such 
proposition that seemed to us feasible. 

Thereupon as of December 1, Mr. Hankin made a third suggestion. 
This suggestion was that the same $20 million was to be made up in 
the form of stocks and bonds, with the suggestion being had to us, 
that some $10 million of that was already subscribed for by Wolf Oil 
& Gas Co. in the amount of $5 million and the Stanwood Oil Corp. in 
the amount of $5 million, and they presented to us statements coming 
from these two concerns, tending to support the statement made by 
him that they were prepared to put this amount of money into this 
cooperative. 

This company saw fit to, and did at the time of the public hearing, 
put on testimony, and it may be appropriate, rather than at this time 
to indicate to you what their proposition was and the manner in which 
we feel that it was not properly supported, to indicate to you when I 
referred to the public hearing as to what these people did offer and 
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why we did not feel disposed to recommend them for this permit and 
to seruamnant this body for a franchise. 

The Stempil group: Mr. Stempil came in on several occasions, 
willeatians that he, too, was in contact with the Capital Transit Co., 
that the group with which he was connected was committeed to pur- 
chase stock from the Capital Transit Co. in the amount of some 
$400,000 and suggested that they were negotiating with them and 
that they would be in a position to take over the stock of the Capital 
Transit Co. 

We importuned Mr. Stempil day in and day out, time and again, 
at conference after conference, to bring to us some concrete showing 
of any such arrangements that he had or to bring to us any concrete 
showing of the manner in which his proposition was being financed. 

tie gave us the name of a Mr. Steelman, who subsequently came in 
and indicated that he was not connected with the group to which ref- 
erence had been made, or at one time that he had allowed his name to 
be used, but he had not committed himself for any amount to be paid 
into it. ‘The name of a Mrs. Freed was given as one of the persons at 
interest, and other persons, but there was never any showing made to 
us of any willingness on the part of these persons to invest in the 
proposition as outlined by Mr. Stempil. 

As I said, we were unable, in spite of the numerous conferences, to 
get anything concrete beyond the statement of Mr. Stempil of his 
ability to go forward and of his willingness to go forward. 

At the latter part of the proe eedings, Mr. “Stempil and Mr. Fox, 
to whom 1 previously made reference, came in suggesting that they 
had merged their interests, and again made the suggestions that they 
were negotiating with the Capital Transit Co. Mr. Stempil indicated 
that they had put up some $400,000 which was to be forfeited if they 
did not close out the transaction as of a particular time. 

Asked as to whether or not they had entered into an arrangement 
under the terms of which they would forfeit $400,000 without any 
showing of ability to go forward, Mr. Stempil demurred to that by 
indicating that he, as a matter of fact, was in a position where this 
forfeiture was to be had in the event that he did not consummate a 
transaction. 

In spite of this situation, however, as I have indicated to you, there 
was never any bringing to us or any showing of any ability to close 
out any transaction with the Capital Transit Co. 

After the merger was had, Mr. Stempil and Mr. Fox came in to- 
gether and indicated again that they were in a position almost at a 
place of consummation of this arrangement with respect to the Capital 
Transit Co. and their finances, but again up to the present time, no 
such action has been taken. 

That leaves the only one on which the hearing was had, and that 
is the one referred to as the Tydings group. Senator Tydings had 
indicated a number of reputable persons—and I do not mean “repu- 
table” in this sense that anybody to whom I previously referred was 
not reputable, but I make that reference simply because of the fact 
that we saw fit to and did allow this matter to be made a matter of 
the basis of a public hearing. 

We set down a public hearing based upon the Tydings application, 
because of the fact that Senator Tydings had indicated that there was 
some $1 million, and he brought in names to us of persons who were 
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subscribing to this $1 million, indicating various amounts of subscrip- 
tion, and evidencing the type of interest which we felt was significant 
in the possible allowance of the francise or at least the granting of 
the public hearing in order that he might implement that application 
made to us and demonstrate his ability to go forward. 

And based upon that, we set a hearing for the 15th of December. 

At the time of this hearing, the Senator, Senator Tydings, made a 
statement to the effect that he had attempted to negotiate with the 
union; that the union had indicated an unwillingness to go along with 
the proposition made by him; that in the light of that circumstance, 
they were not constrained to put on testimony at this public hearing. 

It might be said that prior to the time of this aie hearing, our 
Commission had had several conferences with Senator Tydings. We 
had had conferences with Mr. Gittelman, who was local counsel, as 
well as Senator Tydings, for this group, and had urged upon them the 
necessity of coming prepared at the public hearing to make such a 
showing as would justify us in having indicated their ability to go for- 
ward. As indicated, the opportunity to proceed was again given to the 
Senator at the time of this public hearing. 

Significant with respect to the proposal made to us, or the request 
made of us by Senator Tydings was that we grant him what might be 
referred to as a limited permit because to it were tied the conditions 
that if he were not able to obtain from the union an agreement of a 
character that was satisfactory to both sides, that then, of course, he 
would return the permit to us and would not desire to go forward on 
any franchise. 

Significantly, with respect to that as well, we were advised by the 
Senator that he had already made to the union a proposition of going 
forward under a contract providing for an increase as of this coming 
July, and also to give them, as I remember it, some $210,000 in addition. 

We were advised that the union had already refused that proposi- 
tion, and so we were in the position that the Senator was saying to us 
that we should give him a permit based upon a condition which was 
already defeated of accomplishment by reason of the fact that the 
Senator indicated that his group was not willing to make any proposi- 
tion beyond what had already been made and had already been refused 
by the union. 

As I have indicated to you, at the time of the public hearing, he did 
not indicate a willingness to go forward as far as the rest of his pro- 
position was concerned, and by so much, there was nothing had from 
the Senator at that public hearing other than the statement of the char- 
acter that I have indicated to you. 

It was at this hearing that Mr. Hankin, in a representative capacity 
for the group referred to before as the cooperative group, did offer 
testimony. 

The volumes which I have before me, and I refer now to some 390 
pages of testimony taken, which again I would be glad to make a part 
of the record, but as you say, perhaps it is too voluminous to be printed 
into the record, but to be made available to the committee for reference 
purposes. 

Mr. Harris. I think it would be more appropriate if it may be sub- 
mitted for the files, and available. 

Mr. Hayes. Yes, Mr. Chairman. 

(The documents were filed with the committee. ) 


| 
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Mr. Hayes. The volumes which I have before me, some 390 pages, 
are evidence of the testimony taken at that time. I should be glad, 
of course, to make available to the committee this testimony which was 
taken at that time. 

The commitee will be interested, I presume, to know that the gen- 
tleman who came down in a representative capacity for one of these 
oil companies, who was supposed to put up the $5 million, indicated 
to us that this asset was in oil that was in the ground. 

This gentleman indicated, as I say, that they had assets in oil which 
was in the ground. He indicated that their plan was to borrow on 
this oil. He indicated, however, that they were not in a position to 
make such a borrow until certain productions could be had. These 
productions could only be had at a time when they were in a position 
to make a borrow at a subsequent time, which would make it beyond 
the pale, as we saw it, of the possibility of going forward in this situa- 
tion. 

With respect to the other oil company, he was not able to speak in a 
representative capacity except to indicate that he was present when 
the other gentleman had indicated his willingness in his representative 
capacity for that group, the Stanwood Oil Co., to also let them buy 
$5 million worth of stock in this cooperative. 

Here again, the suggestion was that the asset was in the ground, and 
they were at that time negotiating with some other concern; they 
would not make available to us the possibility of any statements as to 
their financial condition, indicating that were they to do that, it would 
interfere with some transactions which they presently had before 
them, and that they were therefore not able to make any such offer 
of showing as would justify us even in passing on whether or not, even 
though this asset was, as I have indicated to you, not a liquid asset, 
except that it was liquid in that it was oil in the ground—that we 
could not go forward under such a proposition. 

It was at that stage, and under those conditions, that our Commis- 
sion issued a statement. I shall be very glad to hand to each of the 
members of the committee a copy of the report and order which was 
made with respect to this hearing. 

Here, Mr. Chairman, is the place where I made reference before 
where comment was made on the addenda to the communication sent 
to Congressman McMillen. 

Mr. Harris. Let it be received in the record. 

(The document is as follows :) 

Pustic UTILITIES COMMISSION, 
OF THE DISTRICT OF COLUMBIA, 
Washington 4, D. C., December 30, 1955. 
Hon. Joun L. McMILian, 


Chairman, Committee on the District of Columbia, 
House of Representatives, Washington, D.C. 

DEAR REPRESENTATIVE McMILLAN: Since the approval of Public Law 389 on 
August 14, 1955, which repealed the charter and franchise of Capital Transit Co. 
effective August 14, 1956, the Public Utilities Commission has exerted every effort 
to find a suitable private enterprise to replace the operations of Capital Transit 
Co. in the District of Columbia and minor contiguous areas after August 14, 1956. 
The attached invitation to submit applications for a public transit system (inclo- 
sure 1), notice of hearing in PUC No. 3566 (inclosure 2), and report and order 
in PUC No. 3566 (inclosure 3), summarize these efforts. 

For present purposes, it suffices to add that the Commission solicited interest 
in all possible quarters, furnished every aid to those who exhibited interest in 
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the proposition, and has delayed until the exhaustion of all apparent possibili- 
ties the conclusion of its efforts to secure an operation under private ownership. 

The Commission believes it appropriate to state, in general, the main reason 
for its specification of all-bus operations, as contained in its invitation to submit 
applications for public transit system. This specification logically resulted from 
the project whch the Commission faced—the obtaining of replacement service 
commencing August 14, 1956. The Commission could not offer Capital Transit 
Co.’s properties to a prospective new operator. Such operator would have to 
make his own arrangements for transit facilities. Further, it has become axio- 
matie in modern transit economics that streetcar operation at grade under pres- 
ent traffic conditions is not economically feasible. This axiom is recognized in 
the rapid conversion of streetcar lines to buslines in practically every United 
States city which has such lines, except Washington. Finally, with regard to 
the streetcar system of Capital Transit Co., there is an obligation to remove rails 
and repave streets, which is estimated to amount to approximately $11 million, 
not allowing for salvage values. The effect of Public Law 389 was to leave this 
entire obligation with the Capital Transit Co. Since the amount of this obliga- 
tion is not much below the book value of the rail properties, it was apparent 
that an operator could not accept this obligation unless he received a gift of the 
rail properties or unless he hoped at some future time to transfer the track 
obligation to the public. ¢ 

The opportunity to offer a completely new franchise of this magnitude and im- 
portance is so unprecedented in recent transit history that this Commission con- 
sidered it necessary to make very clear to all prospective operators that no 
obligation to purchase Capital Transit Co. properties was involved. 

Despite the convincing evidence that a new transit operation could only be 
economical if predicated upon an all-bus transit system, the Commission did not 
preclude the submission of plans involving the retention of rail facilities. It 
indicated to all prospects that it would consider such plans, provided the basis 
for acquiring and operating rail properties was reasonable and in the public 
interest. 

In November 1955, when none of the applicants for a permit to provide mass 
transportation services in the District of Columbia after August 14, 1956, had 
yet put together a financially and operationally sound proposal, the Public 
Utilities Commission instituted studies of mass trasportation services in other 
localities operated by public transit authorities. The Commission and its staff 
did considerable research into the organization and activities of existing public 
authorities, and held many conferences with experts in the field. Although the 
organization of a public authority is new to the District of Columbia, the Com- 
mission found it to be an established method of doing public business and one 
that economically and efficiently supplies urban services to large population 
groups in other localities. 

A public authority is financed on the basis of revenues derived from the opera- 
tion of the particular project for which it is established. A public authority has 
and requires no power to levy taxes for any purpose whatsoever. Its operations 
are similar to those of a private corporation. Members of the governing boards 
of public authorities are normally drawn from leading citizens of the commu- 
nity attracted to the civic responsibilities in an essential public service operated 
along the lines of a private corporation. In Cleveland, Chicago, and Toronto pub- 
lic authorities provide modern, efficient, progressive, and financially sound mass 
transportation services. 

The general managers of existing successful public transit authorities advised 
this Commission to secure further information and counsel from investment 
banking firms that specialize in investigating and evaluating potential public- 
authority operations, in recommending the best form of organization and method 
of financing, and in undertaking the financing of a feasible public authority. A 
number of investment banking firms were considered by the Commission. Two 
firms sent representatives for preliminary discussion with this Commission. 
Both representatives indicated that soundly organized public operators could be 
financed by revenue bonds and that their firms would be interested in handling 
the issues. 

On December 22, 1955, the Public Utilities Commission and the Board of Com- 
missioners held a conference with a representative of Blyth & Co., who agreed 
to furnish technical assistance to the Commissioners in the preparation of ap- 
propriate legislation for submission to the Congress. 
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RECOM MEN DATION 


In the absence of a qualified private interest capable of providing adequate 
mass transportation services in the District of Columbia after August 14, 1956, 
this Commission recommends the passage of legislation to provide for the estab- 
lishment of a public transit authority in the District of Columbia. This Com- 
mission will join the Board of Commissioners of the District of Columbia in 
submitting a draft of appropriate legislation at an early date. 

Sincerely yours, 
GeorGE E. C. Hayes, Chairman. 

Enclosures : 

1. Invitation to submit applications for public transit system. 
2. Notice of hearing, PUC No. 3566. 
3. Report and order, PUC No. 3566. 


PuBLIc UTILITIES COMMISSION 
OF THE DISTRICT OF COLUMBIA, 
August 22, 1955. 


INVITATION TO SUBMIT APPLICATIONS FOR PuBLIC TRANSIT SYSTEM 


Applications are invited to furnish all-bus mass transit service in the District 
of Columbia (and minor contiguous areas) commencing August 15, 1956, to re- 
place the mass transit service furnished until August 14, 1956, by the Capital 
Transit Co. street railway and bus system. Applicants must be prepared to 
furnish all of the property, facilities, equipment, and services that will be re- 
quired to provide the mass transit service. There is no requirement to purchase 
any part of the property, facilities, or equipment of the Capital Transit Co. 

Statistical, economic, engineering, financial, and other data which may be of 
assistance in evaluating the prospects for mass transit operations in the District 
of Columbia are available to all interested parties at the Office of the Public 
Utilities Commission, District Building, 14th and E Streets NW., Washington, 
D. C. 

Applications will be received by the Public Utilities Commission of the District 
of Columbia at the Office of the Executive Secretary of the Commission, room 
201, District Building, 14th and E Streets NW., Washington, D. C., until 10 a. m., 
Monday, October 10, 1955. 

Each application should present the management experience in transportation 
operations; proposed method of financing; number, type, and size of buses; 
general administrative and maintenance plan; routes; schedules; proposed fare 
structure ; estimated cost of operation; estimated gross revenue; and estimated 
net income. 

After such public hearings as may be deemed advisable by the Public Utilities 
Commission, the Commission will determine the successful applicant and will 
grant to said applicant as soon as practicable, a permit to provide mass transit 
service commencing August 15, 1956. As soon as possible after the convening 
of the 2d session of the 84th Congress in January 1956, the District of Columbia 
Board of Commissioners and the Public Utilities Commission will join in recom- 
mending to said Congress the granting of an appropriate legislative franchise. 

The Public Utilities Commission reserves the right to reject. any or all applica- 
tions or to accept any application which it deems for the best interests of the 
District of Columbia. 

GrEorGE E. C. Hayes, Chairman. 
Rosert M. WEstToN, Commissioner. 
T. A. LANE, Engineer Commissioner. 


PuBLIC UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA 


December 8, 1955. 
PUC No. 3566 


IN THE MATTER OF APPLICATION OF WASHINGTON TRANSIT, INC. (TypInes Group) 
FOR PERMIT TO OPERATE PUBLIC TRANSIT SYSTEM 


NOTICE OF HEARING 


By “Invitation to submit applications for public transit system” promulgated 
August 22, 1955, the Commission invited proposals for the furnishing of all-bus 
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mass transit service in the District of Columbia and minor contiguous areas, 
commencing August 15, 1956, to replace the service rendered until that date by 
Capital Transit Co. The franchise and charter of Capital Transit Co. terminate 
as of August 14, 1956, pursuant to Public Law 389 of August 14, 1955, 84th Con- 
gress, lst session (69 Stat. 724). 

The Commission’s invitation specified that the applicants “must be prepared 
to furnish all of the property, facilities, equipment, and services that will be re- 
quired,” and further specified that each application “should present the manage- 
ment experience in transportation operations; proposed method of financing; 
number, type and size of buses; general administrative and maintenance plan; 
routes; schedules; proposed fare structure; estimated cost of operation; esti- 
mated gross revenues; and estimated net income.” 

The invitation further specified that proposals would be received until 10 
a.m. on Monday, October 10, 1955. As of that time, responses to the invitation 
were received by the Commission from six proponents, identified as follows: 

Proponent Application signed by 
Tydings Group Millard E. Tydings, counsel 
Raymond Gittelman, assistant counsel 
’aul L. Holland, engineer 
Metropolitan Rapid Transit Gordon T. Thompson, secretary 
A. Joseph Wraight, vice chairman 
Washington Rapid Transit I. William Stempil, vice president 
Metropolitan Transit Cooperative yJregory Hankin, counsel 
Edson L, Tennyson, consultant 
B. & F. Transportation, Ine. Morris Fox, president 
Kampelman Group Max M. Kampelman, counsel 


REVIEW OF APPLICATIONS 


The Commission immediately commenced its review and evaluation of the 
applications, in order to determine the actual ability of the proponents to com- 
mence operations as of August 15, 1956. The review disclosed that no proponent 
had presented data demonstrating its actual ability to finance the project, but all 
proponents desired more time to develop their proposed plans. 

Accordingly, commencing October 13, 1955, the Commission held a series of 
informal conferences with each of the proponents, looking toward the develop- 
ment by one or more of them of a firm proposal, covering the following specific 
topies disclosed to the proponents: Organization, type of service, management 
experience in mass transportation, proposed method of financing, number, type, 
and size of buses, general administrative and maintenance plan, routes and 
schedules, proposed fare structure, estimates of revenues, expenses and net in- 
come, and assurances of ability to perform (performance bond). 

These conferences continued through December 7, 1955, and all of the facilities 
of the Commission in respect of statistical, economic, engineering, financial, and 
other data which might be of assistance were made available to each proponent. 

By letter of November 5, 1955, the Metropolitan Rapid Transit group withdrew 
its application because of inability to finance its proposal. 

After the initial filing, each remaining group made substantial amendments to 
its initial proposal and made further efforts to evolve a workable plan for fur- 
nishing mass transit service, replacing the Capital Transit Co. service as of 
August 15, 1956. At the request of the proponents, details of conferences and 
proposals were not made public by the Commission during this period. 

As a result of the informal but intensive investigation conducted from October 
10, 1955, to date, it appears to the Commission that the proponents designated 
as Washington Rapid Transit, Metropolitan Transit Cooperative, B. & F. Trans- 
portation, Inc., and the Kampelman group—have not given prima facie indication 
of their ability to supply the designated mass transit service. None of these 
proponents has made the fundamental showing of its ability to finance the pro- 
posed operation, and other essential qualifications are similarly lacking with 
respect to each of them. 

The application of the Tydings group, as supplemented, appears prima facie to 
the Commission to present a feasible and financially supported plan for supply- 
ing the needed public transit system contemplated by our invitation of August 22, 
1955. A general statement regarding the plan is attached as appendix A. 
Therefore, 
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Notice is hereby given : 

(1) That the Tydings group and its corporation, Washington Transit, Ine., 
will be given an opportunity to show cause at a public hearing to be held com- 
mencing at 10 a. m. December 15, 1955, in room 500, District Building, Washing- 
ton 4, D. C., why it should be granted a permit to operate mass transit service 
in the District of Columbia commencing August 15, 1956, and should be recom- 
mended for a legislative franchise for that purpose. 

(2) That at the time of this hearing, any of the other proponents may upon 
their own request have made a part of the public record the proposals which they 
have submitted. Upon payment of the expenses incident thereto, any of said 
proponents may place in the record evidence tending to establish the feasibility 
of their plans, whereupon the Commission will give full consideration to the 
propriety of granting a permit to such proponent and recommending such pro- 
ponent for a legislative franchise. 

By direction of the Commission : 

B. J. MILlican, 
Executive Secretary. 


NRC 
APPENDIX A 


PROPOSAL OF WASHINGTON TRANSIT, INC., TO FURNISH Mass TRANSIT SERVICE 
REPLACING CAPITAL TRANSIT Co. BEGINNING AvueusT 15, 1956 


Management 


During the organization period, Mr. Paul L. Holland, Baltimore, Md., will 
serve as president of Washington Transit, Inc., the corporation now being formed 
to serve as the vehicle for financing and ultimate operations. Mr. Holland is 
a distinguished public engineer with a lifetime of experience in work related to 
public utilities and municipal affairs. For 17 years he was chief engineer of 
the Maryland Public Service Commission in almost daily contact with trans- 
portation problems. For 7 years he was director of public works of the city of 
Baltimore, dealing in all phases of the municipal government. 

Messrs. Millard E. Tydings, of Washington and Samuel H. Hoffberger, of 
Baltimore, together with others, will serve as counsel, with Raymond Gittelman, 
ef Washington, and others necessary to carry on the litigation, tax and public 
utility work of this organization. Mr. Tydings’ exceptional qualifications in 
business and public life, including his service as United States Senator from 
Maryland, are well known. Mr. Hoffberger is a prominent lawyer and in- 
dustrialist of Baltimore and with Mr. Tydings will be one of the investors in the 
enterprise. Mr. Gittelman is a lawyer and real-estate counselor of 25 years’ 
experience in the Washington community. 

Mr. W. B. Tittsworth, a member of the national accounting firm of Haskins & 
Sells, certified public accountants, will be in charge of accountancy. 

Architectural service, construction, building and capital improvement will be 
directed by Messrs. Rensselaer Van Saxe, consulting engineer, E. H. Glidden, 
Jr., head of the oldest architectural firm in Maryland, and George L. Schnader, 
builder. 

The board of directors will be made up of substantial investors in the enter- 
prise and prominent persons in the Washington, D. C., community. Among the 
persons now associated with the group in the formative stages are the persons 
named above, and Messrs. Leslie Biffle (public relations counsel, Washington, 
D. C.); Presley D. Bowen (member, Poor, Bowen, Bartlett & Kennedy, Inc., in- 
surance, Baltimore, Md.) ; Ollie Clark (Wm. Martien & Co., Ine., real estate, 
Baltimore, Md.); George M. Englar (real estate and investments, Baltimore, 
Md.); Fred P. Glose (manufacturer, president, Maryland Container Corp.., 
Baltimore, Md.) ; William F. Hilgenberg (wholesale seafood, Baltimore, Md.) ; 
Christian H. Kahl (realtor, Towson, Md.) ; Raymond Machen (president, Balti- 
more Steel Co., Baltimore, Md.) ; Abraham M. Schewel (president, Schewel Furni- 
ture Co., Lynchburg, Va.) ; Louis B. Shecter (Shecter & Levin Advertising Agency, 
Baltimore, Md.) ; and Y. E. Booker (Alex Brown & Sons, Washington, D. C.). 

It is the intention of this group to take over the requisite qualified career 
personnel of Capital Transit Co. and to engage the services of such other 
thoroughly qualified and experienced transportation executives and experts as 
desirable and necessary to run a thoroughly satisfactory service. 

For the purpose of the record, 5 of the above individuals have pledged $100,000 
each toward the purchase of capital stock. The others have made tentative 
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commitments for part of the finances in various amounts. There are many other 
potential subscribers, especially in the Washington area, who will be included, 
but who have not yet been asked to join. As soon as the permit is granted or 
agreed to, the amounts of their subscription will be firmed, subject to Securities 
and Exchange Commission clearance. 


Method of financing 


The organization of the group named above with commitments as noted has 
involved much time, effort, and money. Washington Transit, Inc., is prepared 
to have an initial subscription of common stock in the amount of $3 million. 
It is proposed that a substantial amount of capital will be raised by debt financing, 
either through the issuance of bonds, debentures, or equipment trust certifi- 
cates. Understandings have been entered for the purchase of buses on the 
basis of 10 percent down and 10 years’ amortization of the balance at an interest 
rate of 4 percent per annum. If and when additional capital is needed, further 
amounts will be subscribed by the participants named above and others. As 
noted, participation of Washington interests in the financing and direction of 
the enterprise will be invited. 

Operating plan 

With respect to buses, Washington Transit, Inc., proposed to buy not less than 
600 new 50-passenger diesel buses and 600 new and/or rebuilt buses meeting 
Public Utilities Commission specifications and varying in capacity from 30 pas- 
sengers to 50 passengers per bus. Preliminary negotiations have been completed 
with bus manufacturers in this regard. 

It is proposed to employ all qualified operating and nonoperating personnel of 
Capital Transit Co., and to take over the duties of this company in respect 
to pension and welfare funds and labor relations, subject to the working out 
of details with representatives of the operating employees. 

It is proposed to store and maintain equipment on real estate to be acquired 
with new facilities to be built and supplied. The sites for maintenance facilities 
have been located and are presently subject of negotiation. 


Routes, schedules, proposed fare structure 

Applicant proposes to take over the routes and schedules of Capital Transit Co. 
existing as of August 14, 1956, and continue these operations, subject to such 
changes therein as may be approved by the Public Utilities Commission prior to 
that date. Applicant proposes an initial fare structure identical with that pres- 
ently applicable to Capital Transit Co. 


Pro forma statements 

Applicant is preparing statements regarding estimated revenues, expenses, de- 
preciation, taxes, and net income applicable to debt and equity capital, in- 
dicating that the operation will be successful. These data will be available at 
the offices of the Commission before the hearing and will be incorporated in 
the record at the hearing. 
Special items 

Applicant has requested that the Commission and the Board of Commissioners, 
D. C., join in recommending a repeal of existing special taxes relating to mass 
transit operations. 


Pusiic Urrirtres COMMISSION OF THE DISTRICT OF COLUMBIA 


Order No. 4247 
December 30, 1955. 


IN THE MATTER OF APPLICATION OF WASHINGTON TRANSIT, INC. (TypINGs GROUP) 
For PERMIT TO OPERATE PuBLic TRANSIT SYSTEM, 


PUC No. 3566 


REPORT AND ORDER 

Background 
This investigation is a consequence of the repeal of Capital Transit Co.’s 
charter and franchise rights effective August 14, 1956, by Public Law 389 of 
August 14, 1955 (84th Cong., 1st sess., 69 Stat. 724). Public Law 389 made no 
provision for a suecessor organization to provide the mass transportation serv- 
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ices presently furnished by Capital Transit Co., and in consequence, the Board 
of Commissioners and the Public Utilities Commission of the District of Colum- 
bia had before them the problem of initiating and developing a program to pro- 
vide adequate transit services in the District of Columbia after August 14, 1956. 

The Board of Commissioners and the Public Utilities Commission of the Dis- 
trict of Columbia deemed it in the best interests of the District of Columbia to 
have a privately owned and privately operated public transit system provide 
mass transportation services in the District of Columbia after August 14, 1956. 
The Public Utilities Commission has the authority to issue a permit for the 
operation of mass transportation services in the District of Columbia by a 
private corporation. 


Proceedings by the Commission 


The Commission has taken the following steps in this proceeding : 

1. On August 22, 1955, with the coneurrence of the Board of Commissioners, 
issued an invitation to submit applications for public transit system. 

2. Compiled and furnished to all prospective applicants historical, engineer- 
ing, economic, and financial data on mass transit operations in the District of 
Columbia. 

3. Held many conferences with prospective applicants. 

4. Made available to the prospective applicants the expert services of the 
Commission’s staff, which services were extensively used. 

5. On October 10, 1955, opened and considered proposals from six interested 
groups, identified as follows: 


(a) Tydings group 

(6) Metropolitan Rapid Transit 

(c) Washington Rapid Transit 

(d) Metropolitan Transit Cooperative 
(e) B. & F. Transportation, Inc. 

(f) Kampelman group, 


6. From October 10, 1955, through December 7, 1955, held further conferences 
with each of the applicants in an effort to develop these proposals into sound 
financial and operational projects. 

7. On December &, 1955, issued a notice of hearing. 

8. On December 15 and 16 held a public hearing pursuant to PUC No. 3566. 
Facts presented at the hearing 

At the public hearing the Tydings group advised the Commission that it was 
not in a position to proceed with the hearing because of its inability to obtain 
from Division 689, Amalgamated Association of Street Electrical Railway and 
Motor Coach Employes of America, AFL, the union representing Capital Transit 
employees, an indication of willingness to continue in effect for a minimum of 
18 months and preferably for 2 years the existing labor contract. All other ap- 
plicants, except the Metropolitan Rapid Transit Company of Washington, in- 
corporated in the record of the hearing their applications, as modified and sup- 
plemented from time to time. The Metropolitan Rapid Trasit group had advised 
the Commission prior to the hearing that it had withdrawn its application and 
would not participate in this public hearing. None of these aplicants except 
for Metropolitan Transit Cooperative chose to present its proposal and to sub- 
mit it to public examination. 

The principal witness for Metropolitan Transit Cooperative testified at length, 
reviewing substantially the data set forth in the original application, as supple- 
mented by two subsequent amendments. He stated that the company would have 
an authorized capitalization of $20 million, consisting of $10 million of class A 
stock with a par value of $10,000 per share, and $10 million of class B stock 
with a par value of $10 per share. With respect to the latter, he stated that 
$1,000 had been subscribed and that it was planned to offer the balance for sub- 
scription purimarily by residents of the local area. The applicant presented two 
letters, on the letterheads of the Stanwood Oil Corp. and the Wolf Oil & Gas 
Co., both of the same address in Newark, N. J., purporting to represent a firm 
commitment on the part of each to subscribe to $5 million of the class A stock. 
Upon being pressed for evidentiary facts as to the ability of the 2 named com- 
panies to provide $10 million in cash when required, the applicant presented as 
a witness the president of Standwood Oil Corp., who also serves as a consultant 
for the Wolf Oil & Gas Co. This witness declined to furnish any financial state- 
ments showing the financial position of the Stanwood Oil Corp. at present or in 
the recent past. The applicant had previously furnished an uncertified balance 
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sheet for the Wolf Oil & Gas Co., as of October 31, 1955, showing total assets of 
$14,353,262, of which $14 million was represented as the estimated inventory 
value of oil in the ground, with an offsetting reserve on the liability side of the 
balance sheet in the same amount, which the witness was unable to explain. 
The record shows that both companies own various tracts of land in the oilfields 
of Pennsylvania on which are located a number of old abandoned oil wells, of 
which some were in production as early as 1859. In substance, the assets of both 
companies as represented by estimated value ascribed to claimed large quantities 
of oil still in the ground. The witness stated that Stanwood Oil Corp. planned 
to start extensive drilling operations early in 1956, and that after the third 
month of operation he believes that it will be able to obtain funds from a bank 
by pledging the oil in the ground as security. The witness would not divulge 
the name of the bank. The extent of such financing apparently will depend 
in large measure on the success of the proposed drilling operation. 


Further consideration of applications 

Subsequent to the public hearing, this Commission held further conferences 
with representatives of the Tydings group and with representatives of the Wash- 
ington Rapid Transit and B. & F. Transportation, Inc., groups and the Metro- 
politan Transit Cooperative group. These conferences did not disclose any sub- 
stantial changes in the qualifications of these groups to receive the permit in this 
case. 


Conclusions 

Based on the facts placed before it to date, the Commission concludes: 

1. That the Metropolitan Transit Cooperative does not have the ability to pro- 
vide the capital required to finance the organization and operation of mass trans- 
portation services in the District of Columbia on and after August 15, 1956, and 
that the Commission has no basis upon which it could justify the granting of a 
permit to the Metropolitan Transit Cooperative. This renders unnecessary 
a discussion of other aspects of this application, such as, projected management 
and income statistics. 

2. That no applicant has shown the ability to provide the necessary facilities 
to render mass transportation services in the District of Columbia on and after 
August 15, 1956. In the absence of such proof, the Commission finds no basis 
for the issuance of a permit. 

By the Commission : 

FE. J. MInvican, Evrecutive Secretary. 


A true copy: 








Chief Clerk. 


Mr. Hayes. The conclusion, found on page 3 of the report and or- 
der, reads as follows: 

Based on the facts placed before it to date, the Commission concludes: 

1. That the Metropolitan Transit Cooperative does not have the ability to pro- 
vide the capital required to finance the organization and operation of mass trans- 
portation services in the District of Columbia on and after August 15, 1956, and 
that the Commission has no basis upon which it could justify the granting of a 
permit to the Metropolitan Transit Cooperative. This renders unnecessary a 
discussion of other aspects of this application, such as projected management 
and income statistics. 

That reference will indicate that there, too, were what we felt were 
discrepancies in their application, but that there was not the necessity 
of. addressing ourselves to it by reason of their failure to show this 
financial ability to go forward. 

Paragraph 2 of the conclusion reads: 

That no applicant has shown the ability to provide the necessary facilities 
to render mass transportation services in the District of Columbia on and after 
August 15, 1956. In the absence of such proof, the Commission finds no basis 
for the issuance of a permit. 

“By the Commission: B. J. Milligan, Bxecutive Secretary. 

The fact that that should be in the report and order calls attention 
to the fact that in this notice of hearing which we sent out, we pro- 
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vided—and I refer to page 3 of the notice of hearing which, I believe, 
has also been distributed among you: 


Notice is hereby given: 

(1) That the Tydings group and its corporation, Washington Transit, Inc., 
will be given an opportunity to show cause at a public hearing to be held com- 
mencing at 10 a. m,, December 15, 1955, in room 500 of the District Building, 
Washington 4, D, C., why it should be granted a permit to operate mass transit 
service in the District of Columbia commencing August 15, 1956, and should be 
recommended for a legislative franchise for that purpose. 

(2) That at the time of this hearing, any of the other proponents may upon 
their own request have made a part of the public record the proposals which 
they have submitted. Upon payment of the expenses incident thereto, any of 
said proponents may place in the record evidence tending to establish the feasi- 
bility of their plans, whereupon the Commission will give full consideration to 
the propriety of granting a permit to such proponent and recommending such 
proponent for a legislative franchise. 


I call the committee’s attention particularly to both of the phrase- 
ologies, because, as you will note in the second paragraph, each of the 
applicants who had filed with us was sent a copy of this notice of hear- 
ing advising them that in spite of the fact that we had not seen fit to 
recommend them for a permit, that they nevertheless were given an 
opportunity to come in and make any such showing as they desired to 
make so as to persuade the Commission that they were entitled to a 
permit or to a recommendation for a legislative franchise. 

It was based upon that second paragraph that this cooperative came 
in and gave the testimony to which I have already referred. 

As of the 30th of December, after the time of the hearing to which 
reference has just been made, and after the time of the promulgating 
of the order, a part of which has been read into the record, our Com- 
mission forwarded to Senator Neely, and also to Chairman McMillan 
of the House a letter, and here again the communications are available 
for distribution, and I understand have been distributed, and that 
communication, as the committee will notice, carries the invitation, 
the notice of hearing, and the report and order to which reference has 
been made. And I will ask that these be made a part of the record. 

I don’t think I need to repeat that, because, Mr. Chairman, you have 
been good enough already to admit them. 

Mr. Harris. Very well. 

Mr. Hayes. The suggestion has been made to me as an evidence 
again of the attitude of our Commission that I read to you two docu- 
ments; one, the part of the contents of a statement made by me at the 
Board of Trade luncheon on the 18th of November, and which was 
given to the press. I am in position to pass these among you, so that 
those may be seen; it is relatively short, and if you desire, I shall read 
this into the record as well as make it available to you by handing it to 
you. [Reading:] 

The Public Utilities Commission has looked forward to the possibility as 
of this date of having screened the applications remaining before it for the 
operation of a mass transit system in the District of Columbia and its environs 
and making a public announcement as to its finding and issuing a notice of a 
public hearing as a basis for the granting of a permit for this purpose. It 
is now perfectly apparent that the requests of some of the applicants for ad- 
ditional time and the time necessary for the proper appraisal of the data 
before us leave no alternative but the carrying forward of the date of decision. 
The desirability of having this a venture of private enterprise is recognized by 


this Commission and because of what we conceive as our obligation in this 
regard, we are making strict original requirements of all applicants and the 





66 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


working out of details is of necessity, time-consuming. The issues involved 
are too important to be sacrified on the altar of time alone. In the mean- 
time, the Commission is mindful of the necessity of being prepared when Con- 
gress convenes, to recommend legislation to Congress that will provide the Dis- 
trict of Columbia with a modern, efficient, and economic mass transportation 
system after August 15, 1956. It is equally important that the successful ap- 
plicant be placed in position as soon as possible to place orders for buses so that 
there may be no interruptions in service as of August 15, 1956. With a full 
awareness of these requirements, we commit ourseives to be prepared by the 
time Congress convenes to have ironed out all procedural details. 

It is our considered judgment, and the same is in keeping with understand- 
ings had with the applicants, that the details of the respective propositions 
made should remain undisclosed until a selection has been made by the Public 
Utilities Commission, after which, in keeping with the law, a public hearing 
will be had before a permit is issued. It is perhaps fair to say that up to the 
present time, no group has placed before the Commission a satisfactory plan 
that the Commission can accept as a basis for granting a permit. It is equally 
fair to indicate that details are being worked out which bid fair to result 
in the awarding of a permit to one of the applicants presently under considera- 
tion. 


The significance of it from our point of view is both in the fact that 
that statement was made before our local Board of Trade, and the 
further fact that it expresses what was and is and always has been the 
desire of the Commission that there be private enterprise, if within 
the possibilities. 

As of December 20, I would like also to read into the record and to 
give to the members of the committee copies of a press release dated 
December 20, 1955, subsequent to the time of the hearing: 


PRESS RELEASE 


In its investigation now No. PUC No. 3566, the Commission has carefully con- 
sidered the information furnished to it by the various applicants in informal 
conferences and the presentations at the hearings on December 15 and 16. Upon 
the basis of this record, the Commission finds no satisfactory evidence of the 
ability of any applicant to meet the necessary requirements for a mass transporta- 
tion system. The Commission, therefore, finds, upon the record before it, no 
adequate basis for issuing to any of the applicants a permit to operate mass- 
transportation service in the District of Columbia beginning August 15, 1956. 
In view of the foregoing, the record in the proceedings will be closed and an 
appropriate order terminating the proceedings in PUC No. 3566 will be issued. 
The Commission will give immediate consideration to the necessity of providing 
transportation by privately financed public authority by August 15, 1956. To 
that end, with the consent and approval of the Commissioners of the District of 
Columbia, the advice of investment bankers has been arranged for. The Com- 
mission expects to have these plans ready by the opening of Congress on 
January 3, 1956. 

This committee will know that the Commissioners of the District of 
Columbia, with the Public Utilities Commission collaborating, with 
the aid of the Corporation Counsel’s Office, advice of investment bank- 
ers and their attorney, and counsel from experts in the transit field, 
have drafted S. 3073 and H. R. 8901 and 8947, the latter two of which 
are before you for consideration. 

We do not believe that we will be considered presumptuous by em- 
phasizing that orders for buses must be placed within the immediate 
future if mass transportation is to be had here August 15, 1956, and 
we respectfully urge expeditious handling of this bill by this committee 
and by the Congress. 

That concludes, Mr. Chairman, the formal statement. 

Mr. Harris. Thank you, Mr. Hayes. We are very glad to have this 
detailed briefing on the efforts of your Commission and the Commis- 
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sioners of the District of Columbia toward negotiating some satis- 
factory settlement of this problem. 

I might say here I feel that this presentation is a very important 
one on this problem, We have heard a good many reports as to w hat 
has or has not been done. Certainly this puts everyone who is in- 
terested and does have something on which they can present a concrete 
program on notice that they can come back and tell this committee 
whether or not it is outlined as they understand it to be in order that 
we could have their viewpoint, too. 

It is now 12 o’clock. The House will be in session in a moment. 

The committee will adjourn until 2 o’clock, at which time the mem- 
bers will wish to ask Mr. Hayes some questions. 

(Thereupon at 12 noon, a recess was taken until 2 p. m., the same 
day.) 

AFTER RECESS 


Mr. Harris. The committee will come to order. 

When the committee adjourned for the noon hour, the Chairman of 
the Public Utilities Commission, Mr. Hayes, had just completed his 
statement. Will you come back to the chair, Mr. Chairman ? 


STATEMENT OF GEORGE E. C. HAYES, CHAIRMAN, PUBLIC UTILITIES 
COMMISSION OF THE DISTRICT OF COLUMBIA—Resumed 


Mr. Hayes. Yes, Mr. Chairman. 

Mr. Harris. Mr. Williams. 

Mr. Wixuiams. I believe you are Chairman of the Public Utilities 
Commission ? 

Mr. Hayes. That is coprect, sir. 

Mr. WituiaMs. That is the Commission that has to do with setting 
fares on the transit system of the District of Columbia, I believe ? 

Mr. Hayes. That is right. Ours is a regulatory body and that is 
included in the duties we are called upon to perform. 

Mr. Witiiams. Can you tell me whether or not an application was 
made by the Capital Transit Co. for an increase in fares either prior 
to or during the labor controversy ¢ 

Mr. Hayes. Yes, Mr. Congressman. The application was made on 
the 6th of June. Does that answer sufficiently your question, sir? 

Mr. Witu1AMs. When did the strike begin ? 

Mr. Hayes. On the Ist of July, I believe. 

Mr. WituiaMs. Were negotiations under way between the Capital 
Transit Co. and the union at the time this application was filed, or 
do you have that information / 

Mr. Hayes. We have simply as a matter of public knowledge. I 
think it was a matter of public knowledge that negotiations were 
being had at that time. 

Mr. Wiis. In connection with the application, did Capital 
Transit indicate that this increase in fares was going to be necessary 
in order to meet increased wage demands of the union ¢ 

Mr. Hayes. No, Mr. Congressman. The application of the transit 
company rather expressly indicated that the application men to us 
did not include what might be the possibilities as far as wage in- 
creases were concerned, reference being made in the application simply 
to the fact that they were facing the possibility of several million dol- 
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lars that might result from a wage increase. It was expressly not 
made a part of the hearing. 

Mr. WitttAms. What was the last part of that statement? 

Mr. Hayes. I said it was expressly not made a part of their presenta- 
tion to us, the question of the wage increase. 

Mr. Wiiu1AMs. What was the basis of their request, again? 

Mr. Hayers. On the theory, sir, that they were not getting a proper 
return based upon the fares as they were presently in vogue, and by 
reason of their right to a fair return that we should reconsider the 
question of the rate base, and their expenses, and the like, in order 
to give what from their point of view they felt was a fair return. 
As a part of that, they gave us a schedule of what they desired, in- 
rsa that, from their point of view, would result in a projected 

gure. 

Mr. Wiiuiams. At that time, what did the Commission consider 
a fair return? 

Mr. Hayes. At that time there has been a suggestion that 614 to 
7 percent in a previous hearing had been suggested as a fair return 
if they were able to earn such a figure. 

Mr. Wiiurams. Had the increase been granted, would that have 
increased their percentage of return ? 

Mr. Hayes. Mr. Congressman, I think that I ought to preface any 
answer of that character to what I believe is perhaps a failure of ap- 
preciation on the part of the Congressmen here to realize what our 
position is. I have heard this morning suggestions as to what the 
Commission might have done, and if certain things had been done 
maybe the unfortunate circumstances of the strike might not have 
resulted. 

I think the Congressmen ought to be mindéul that according to our 
interpretation of the law, and according to the advice of our counsel, 
the Commission could not possibly have done what has been sug- 
gested. The law requires that we should have a hearing. It requires 
that in arriving at any conclusion we must set forth the bases upon 
which we arrive at such a conclusion. The court of appeals in this 
jurisdiction has expressly indicated that where a fair rate is set, there 
must be the undergirding statements set forth how we arrived at it. 

In this position we were not able to do it, because there was nothing 
before us as far as any question of wage increase was concerned. 

We were concerned about that. We did all we could, as we con- 
ceived it, to avoid the situation. We called attention in the public 
press after the time that the strike had been had, and we went before 
the Senate committee with the fact that if labor and management 
were to arrive at any conclusions between themselves, that we would 
allow an amendment of the hearing that was then pending before us, 
and would give immediate consideration to any change of circum- 
stances that that increase in wages would bring about. 

Mr. WittraMs. I understand all that, of course, and I did not mean 
to ask you to justify the position of the Commission. 

Mr. Hayes. I am sorry, sir. I may have misunderstood your ques- 
tion. 

Mr. Wittt1aMs. You stated that the Commission generally considered 
a fair return to be somewhere in the vicinity of 6 or 614 percent on the 
investment. 
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I shall rephrase the question—was the application of the Capital 
Transit. Co. for the increase in fares predicated on the expectation 
that they would fall below that “fair” return, or was that to increase 
that return to a higher figure ? 

Mr. Hayes. It was not to increase it, sir. As I remember it, having 
indicated 61, to 7 percent as being the suggestion of a previous decision, 
their calculations arrived at something like 6.86, which would have 
been within the figure of the percentage as indicated. 

Mr. Witu1aMs. It would have been within the figure ¢ 

Mr. Hayes. Yes, Mr. Congressman. 

Mr. Wiuuiams. On previous applications of Capital Transit Co., 
had that same situation been taken into account when the fares were 
increased previously ? 

Mr. Hayes. I am afraid I don’t quite follow when you say that same 
situation. What is it that you are referring to ? 

Mr. Wuu1aMs. When did they request and receive their last fare 
increase ¢ 

Mr. Hayes. I think within the previous year. I was not at that 
time a member of the Commission, but I think the records will bear 
that out. 

Mr. Wuu1aMs. At the time that they had asked for an increase pre- 
viously, on what grounds had they asked for that increase? Do you 
know $ 

Mr. Hayes. My belief about it is, sir—and this can be corrected from 
the record if it is in error—on the same vein, that there was not a 
proper return on their rate base investment. 

Mr. WitutaMs. Did the same circumstances prevail generally at the 
time they had asked for the previous increase ¢ 

Mr. Hayes. I am afraid that any answer from me with respect to 
that would be a bit presumptuous, because I don’t know the answer. 
What the details were with respect to it. I am certain some of the 
other members of the Commission or the records or the members of our 
staff can best answer. I don’t want to make a statement which is 
based on a lack of accurate knowledge. 

Mr. WiiuiaMs. I don’t want to be unreasonable, of course, in my 
questioning. I understand you were not a member of the Commission 
at that time. 

Mr. Hayes. No, sir; I was not. 

Mr. WituraMs. I think I will pass. 

Mr. Harris. Mr. Dolliver. 

Mr. Dottiver. Mr. Commissioner, I listened with a great deal of 
interest to your statement, and the questions that have been asked 
you. I have followed this whole situation in the press for well over a 
year now. 

I wonder if this is a conclusion with which you would agree, namely, 
that the Public Utilities Commission has found that there is no other 
answer to this problem except the creation of a body such as proposed 
by this legislation. In other words, have you abandoned the idea of 
any private capital being brought into the picture? 

Mr. Hayes. No, Congressman, it would not be fair to say that -we 
have abandoned it. It would be fair, I think, to say that since the 
10th of October we have tried in all conceivable ways of which we are 
aware to get such a showing by private enterprise that would justify 
us in granting a permit. I can say to you, sir, that up until this pres- 
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ent moment we are not in a position to make such a recommendation. 
I think it fair to say on behalf of persons who are presently before 
us that there are now pending two, or perhaps I should confine it to 
one. In the one instance there is a statement simply of the possi- 
bility of arriving at a conclusion as a result of which a proposition 
is to be made to us. So I presume that ought not to be said as being 
something that is actually before us at this time. 

There is before us at this time an application by a group which is 
referred to as the Kampelman group. They have submitted to us 
certain data. As of yesterday or the last of last week, they offered 
us a proposed franchise which has been turned over to counsel repre- 
senting the Commission. That is being studied. 

There is also a part of their financial setup which is also being made 
a matter of conference between the Commission and this Kampelman 
group, which we are attempting to iron out. 

I say again to you, sir, that it is now in such form as not for us to 
be in a position to say to you that we have any firm commitment in 
any proposition. It is our position, because of the time element that 
is involved—and we so asked in our statement—and since we have 
had the experience over months and months of anticipating some- 
thing being closed out which has not come to fruition, we are of the 
opinion that the Congress should go forward with this matter because 
of the crucial situation of the necessity of ordering buses and the like, 
which if not done within a short time, no one will be in a position to 
go forward. 

Mr. Dotutver. How long have you been a member of the Commis- 
sion, Mr. Hayes? 

Mr. Hayes. Since June of 1955, sir. 

Mr. Dotutver. Not quite a year. 

Mr. Hayes. Not quite. 

Mr. Dotutver. A good deal of this difficulty originated and trans- 
pired before you became a member of the Commission. 

Mr. Hayes. That is right, sir. Nothing to which I have addressed 
myself, I ought to correct, about these hearings and the like has not 
transpired since I was a member. When you speak of difficulties, 
I take it you are referring to something else. 

Mr. Dotxiver. I am referring to the background from the time 
that the so-called Wolfson group came into Capital Transit. 

Mr. Hayes. I thought that is what you were referring to. 

Mr. Dotttver. I take it from your statement that you are a lawyer ; 
is that correct ? 

Mr. Hayes. I don’t remember making the statement, but it happens 
that I am. 

Mr. Dotuiver. I thought I detected that somewhere along the line. 

Perhaps I am trying to put you in the role of a provhet now, but I 
am going to ask the question anyway. and if you don’t care to answer 
it, please say so. Suppose that this legislation or some similar lecis- 
lation were not passed and no private companv came forward between 
now and next August, what would happen to the transit system in the 
citv of Washineton ? 

Mr. Hayes. With the premises that you outline, sir, I would say 
disaster. 

Mr. Dorturver. There would be no transit system: is that true? 
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Mr. Hayes. That would seem to be correct, sir. If there were no bill 
assed by the Congress, the franchise of the Capital Transit Co. expir- 
ing as of August 15, no private enterprise having satisfied the Commis- 
sion as to its ability to function, I can see no other answer but that 
there would not be any transit system. 

Mr. Dotiiver. That would involve transportation to Maryland and 
Virginia ? \ 

Mr. Hayes. Yes, sir; I think that is correct. Everything that has 
been done by the Commission has contemplated the continuing of such 
service as certainly presently is being had into Maryland and Vir- 
ginia. 

Mr. Dotiiver. What I am asking you is this: Is the franchise of 
the Capital Transit Co. as it affects interstate or transportation be- 
tween Vireinia and Maryland and the District included in the can- 
cellation of their franchise ? 

Mr. Hayes. I don’t think, as I remember it, sir, that the Public Law 
389 expressly refers to the Virginia and Maryland projects. I am 
reasonably certain that it does not. I would anticipate, however, that 
it is tantamount to the doing of that. I don’t believe that the Capital 
Transit Co. would be interested in simply the little spur lines. 

Mr. Dotitver. Actually, the Congress did not cancel the franchise 
of the a. Transit Co. or any other company as it affects trans- 
portation between the District and the two States I have mentioned. 

Mr. Hayes. I think the answer to that express question is that is 
correct, sir; they have not. That is my interpretation at any rate. 

Mr. Dotuiver. Have these proposals that have been made to your 
Commission in general contemplated a continuance of the operations 
of the Capital Transit Co. as presently set up? Specifically, do those 
proposals contemplate a continuance of the streetcars as well as the 
buses ? 

Mr. Hayes. I think both of them have been contemplated by some of 
the applications as made. Our invitation, sir, by reason of the nature 
of the legislation, Public Law 389, was for an all-bus system, because 
we were, of course, in no position to control dealing with the Capital 
Transit Co. The applications that are before us have had contempla- 
tions of both. 

What the dealings with the Capital Transit Co. were or might have 
been, I cannot answer you, because as I have said to you, in spite of 
the fact that there were suggestions that people were dealing with the 
Capital Transit Co., no one at any time brought to us any proposed 
plan with respect to it. So whether or not it contemplated from their 
point of view the buying of buses without streetcars, or whether or 
not it included the question of the possible use of streetcars and the 
deferring of the time when they would be done away with, I cannot 
answer you. Nothing of that kind was before us, sir. 

The group referred to as the Kampelman group in their proposition 
have referred to an all-bus situation. Whether or not they will be in 
a position to deal with the Capital Transit Co., if such a permit were 
granted to them, I am not in a position to say. 

Mr. Dotutver. Does your Commission have any satistics or informa- 
tion as to the relative profit of the bus segment of the Capital Transit 


Co. as opposed to the streetcar segment of the Capital Transit Co. 
operation ? 
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Mr. Hayes. I think there are statistics in the files of the Public 
Utilities Commission which carry a breakdown as to both the bus and 
streetcar operations. We have had the advantage of expert opinions 
as to the advantages of the one against the other. I think there is 
also a Gilman report which has the reverse side of that picture. I 
perhaps should not comment on that, because there are experts who 
know more about that than I. 

Mr. Dottitver. Would you be able to state the conclusions that you 
think follow from their reports and from the Gilman report? I would 
like your evaluation without trying to bind you. 

Mr. Hayes. I think the record before us bears out without question 
that the economic savings that would come from an all-bus operation 
justifies it to be recommended to this country. 

Mr. Dottiver. And the abandonment of the streetcar operation ? 

Mr. Hayes. That is correct, sir. 

Mr. Doxttiver. Have you gone into the question of what capital 
would be required by an individual or a corporate enterpreneur to go 
into the situation ? 

Mr. Hayes. Yes, sir. 

Mr. Dotiiver. How much do you estimate ? 

Mr. Hayes. The figures differ from the various appraisals that 
might be supposed. But they run somewhere around $26 million, 
some $30 million, as an all-bus proposition. 

Mr. Douuiver. I think you said at the present time the Capital 
Transit Co. had a rate base of about $19 million; did you not ? 

Mr. Hayes. That statement was not made by me, but I think that 
is a fact. President Spencer, I think, answered the question, and 
referred to a piece of statistics from which there was some $19 mil- 
lion plus that was the rate base. 

Mr. Dotuiver. If those two statements are correct—namely, that it 
is based on $19,400,000, and a new company would have to have a 
base of $36 million—you would have to have another increase in rates 
to take care of it. 

Mr. Hayes. I don’t think that follows. In each of the instances 
where the applications were made to us, and the suggestion was had 
with respect to their pro forma statement, it was based on the fact 
that no increase as far as fares was concerned. The allocation of 
the economic savings and all were used as a matter of adjustment 
to that situation. In no instance was there a suggestion had by any 
of the applicants that there would be a necessity for an increase in 
fares. 

Mr. Doxuiver. It is hard for me to understand how that could fol- 
low unless they are going to make some very real savings in opera- 
tions somewhere along the line. If you have a bigger rate base of 
capital investment on which you have to earn a return, I don’t see 
how you could escape an increase in rates. 

Mr. Hares. There were a number of things, sir, which they took 
into consideration. I have indicated the economic saving. There 
was a question that the franchise would request being relieved of 
certain taxes which the company has previously been called upon to 
pay, and which, incidentally, I understand had already been recom- 
mended as far as the Capital Transit was concerned by the Public 
Utilities Commission. There are savings in both of those areas, sir. 

Mr. Dotuiver. The gist of it is, Mr. Commissioner, as I understand 
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you—and I will not prolong this—that public transportation in the 
District of Columbia is facing a crisis which has to be met in some 
way or another, is that right ? 

Mr. Hayes. I think I can say yes. 

Mr. Dotuiver. That is all, Mr. Chairman. 

Mr. Harris. Mr. Commissioner, in order that we might clarify the 
present situation insofar as the law is concerned, may I ask if it is not 
a fact that under Public Law 389 in the last Congress the franchise 
for the Capital Transit Co. was revoked as of next August? 

Mr. Hayes. That is correct, sir. 

Mr. Harris. Under the provision there was 1 year from the time 
the law was passed until the operating authority of the transit com- 
pany would come to an end. 

r. Hayes. I think that is correct. I think the merger act provided 
for some such time element. 

Mr. Harris. Consequently, is it not a fact that if that act were to be 
repealed, there would not be any existing contract in force ? 

Mr. Hayes. I should think the answer to that would have to be 
“Yes,” because as I understand it, the agreement entered into between 
the Commissioners and the Capital Transit Co. also closes as of 
August 1956. 

Mr. Harris. That action had been brought about by an act of Con- 
gress which is the law, and before there could be any other franchise 
to the Capital Transit Co., or any franchise to any other company, 
Congress would necessarily have to take direct action, is that true? 

Mr. Hayes. That would be my interpretation, sir. That is simply 
my own personal interpretation, and it may not be legally sound. 
I would certainly say that would be my interpretation. 

Mr. Harris. I don’t want to quarrel with you whether it is legally 
sound or not. I just want to get what the facts are. That is my under- 
standing of what the situation would be at this time. I did want to 
clear that up so that everyone would know that whether we did some- 
thing or whether we didn’t do anything with reference to what hap- 
pened last year, we still would be without any authority and other 
provisions would have to be made in some way or another in order to 
have a transit system. 

Mr. Hayes. That is certainly my opinion, Mr. Chairman. 

Mr. Harris. Mr. Flynt? ; 

Mr. Fiynr. Commissioner Hayes, do you know the basis upon which 
the fixed assets and other capital assets of the Capital Transit Co. are 
fixed ? 

Mr. Hayrs. Would you be good enough to repeat that ? 

Mr. Fiynv. To arrive at the total figure upon which they are en- 
titled to a return. visite ; 

Mr. Hayes. I can quote to you, sir, from the application which was 
made by the Capital Transit Co., which may be the answer to your 
question, sir. Mot : 

In an exhibit made as a part of the application for the fare in- 
crease to which I have made reference, the Capital Transit Co. has 
put increase in passenger revenues, exhibit 3, table E, $2,127,663, less 
effect of taxes and accruals for interest and damages, $1,315,747, in- 
crease in net operating income, $911,916, net operating income at pres- 
ent fares, exhibit No. 4, $428,537. Adjusted net operating income, 
$1,340,453. Weighted investment in rate base property, $19,550,972. 
Rate of return earned, 6.86. 
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It was to that figure I made reference when asked before whether 
or not it was within the purview of the 61, to the 7 percent. 

Mr. Fiynv. The 6.86 is the figure that the applicant, the Capita! 
Transit Co., said that they would earn if their application were granted 
as applied for. 

Mr. Hayes. That is correct, sir. That was their projected figure. 

Mr. Friynr. That is within the limits fixed by law and by your 
Commission. 

Mr. Haynes. When you say fixed by law, I can simply answer you 
by saying that I know that there is as a matter of record in the files 
of the Commission a statement to the effect that at a previous hear- 
ing the suggestion was had that 6.6 percent or 614 to 7 percent was a fair 
return which the Commission felt they should be allowed, if they 
could earn it. 

Mr. Fiynvr. In other words, 7 percent would be the top and 614 
percent would be the bottom ? 

Mr. Hayes. If earned. 

Mr. Fiynr. The spread of 0.75 percent is a spread that is allowed 
between the minimum that they should earn and the maximum that 
they can earn? 

Mr. Haynes. I don’t believe I quite follow that 0.75 ? 

Mr. Fiynv. The spread of 0.75 percent represents the difference 
between that which the Public Utilities Commission and the courts 
have said is the amount that thy must earn in order to justify op- 
eration. That is the bottom figure of 6.25 percent, and 7 percent being 
the top figure that the Public Utilities Commission and the courts have 
set as a top figure above which the return would be too great. 

Mr. Hayes. Mr. Congressman, when you say “and the courts” I 
don’t know that I can answer you by simply saying that categorically, 
because I know of no court decision that said that. 

Mr. Frynr. We will strike the word “courts” and say the Public 
Utilities Commission has previously determined that the transit com- 
pany, by whatever name it may be known, and whoever it is, in order 
to economically justify their operation, should earn at least 614 per- 
cent return on their weighted investment base, but that they must not 
earn over 7 percent in order to be fair to the public. 

Mr. Hayes. Whether or not, sir, the decision of the Commission 
went all the distance that you say, Mr. Congressman, I don’t know. 
I can simply say, sir, that the record seems to disclose that at a pre- 
vious hearing they took the position—the Commission, that is—that 
in its opinion the earning of between 6.25 and up to 7 percent was a 
fair return to which the company was entitled. 

As I understand it, it has been the position of the Commission that 
orivate enterprise had a right to make a fair return, and that in 
Leenian with that feeling they in this previous hearing arrived at the 
conclusion to which you just made reference. 

Mr. Frynt. Actually that is one of the fundamental concepts of 
public utility law. 

Mr. Hayes. I should think so. 

Mr. Ftynt. On which all regulatory bodies operate. 

Mr. Hayes. I should think that would be fundamental. 

Mr. Fiynv. The difference between a regulated business enterprise 
and a nonregulated business enterprise being that it is the duty under 
law of the regulatory body to so set rates that in a normal business 
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year, the operating company will make a reasonable—insofar as it 

‘an be done—income or return on investment. They cannot, on the 
other hand, go above a certain figure. 

Mr. Hayes. If I may rephrase what you say, sir, the way I con- 
ceive it—and if I have not answered you, I shall certainly try to do it 
specifically—I would think that there is no question, but that the 
obligation of the Commission is to try to arrive at a figure, with all the 
data before it, that is a fair return to the operating company, and at 
the same time mindful of the interest of the public that 1t should not 
go beyond a figure that does not properly protect the public interest. 

Mr. Fiynr. That is right. For that purpose you set both a floor and 
a ceiling below which the Public Utilities Commission does not want 
them to go, and a ceiling above which you will not permit them to go. 

Mr. Hayes. I think, again, sir, that in a given instance the Commis- 
sion had before it the case in which they fixed this particular figure, 

the bottom and the top figure. When you say that was agreed upon 
as being a figure beyond which they could not go, I don’t know that I 

can commit ‘myself to that because I was not a part of that decision 
and I don’t know, sir. I don’t know whether or not’ their finding was 
that in the matter before them in this particular instance this is what 
they felt was justified, or as to whether or not they prescribed for 
themselves a bottom and a top figure. 

Mr. Friynv. I think you misunderstood me on one thing. 

Mr. Hayes. I amsorry, sir. 

Mr. Fiynv. At this particular point I am not concerning myself 
in asking the last question, I wanted to have a basis on which to pose 
the next question. 

Without regard to the District of Columbia, without regard to the 
Public Service Commission upon which you serve, and without regard 
to the Capital Transit Co., I will rephrase the question this way: 

Is it not an established fact t, and a fundamental concept of public 
utility law that it is the duty of the regulatory body, by whatever name 
it may be known, to set a floor below which the net profits on the in- 

vestment should not fall, and at the same time to set a ceiling in order 
to be fair to the public. 

Mr. Hayes. Mr. Congressman, I was about to say to you that in my 
opinion there was not any such law requirement. The law does not 
require that the Commission do what you indicated. I think what I 
was trying to say to you, sir, the Commission is obligated to address 
itself to individual situations. 

For instance, the very fact that in this hearing to which reference 
has been made they arrived at this conclusion for this particular cir- 
cumstance would perhaps carry the implication that there was not 
any such thing as you have indicated, a ceiling and a basement, but 
rather that they were addressing themselves to a particular situation. 

My colleague has asked me to read to you this, which he says he 
believes to be the controlling law with regard to it. I am reading, sir, 
from an opinion in Formal Case No. PUC 3527, Formal Case No. 424, 
in which the Commission undertook to and did give citations of au- 
thority as a basis for its actions and I am reading from what has 
been handed to me which reads as follows : 





Second, we have no duty to impose unreasonable transit fares in order simply 
that stockholders may earn dividends (Covington Turnpike Company vy. San- 
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ford). We should attempt to set fares sufficient to secure a fair return to the 
investors provided the business is capable of earning it, but regulation does not 
insure that the business shall produce net revenues (Federal Power Company 
v. National Gas Pipeline Company, 315 U. 8. 578). No more can be exacted 
from the public than the service is reasonably worth (Smith v. Ames, 169 


U. S. 466). 

That is what I was attempting to say to you what my conception 
was, although perhaps inadequately. 

Mr. Fiynt. Do I understand you that is a verbatim quotation from 
a decision of the Public Utilities Commission of the District of 
Columbia ? 

Mr. Hayes. It has been handed to me as such and I assume it is. 

Mr. Fiyrnr. It is basic economics, is it not, that in order to attract 
a hew privately owned company to enter the mass transportation field 
in the District of Columbia that such a new private company would 
want and would expect to have the right to earn a reasonable return 
on its investment before entering the mass transportation field ? 

Mr. Hayes. I think the answer to that would be unquestionably 
ei, < 

Mr. Fiynv. In the event such a new company entered the field with 
existing fare rates or fares which are less than existing rates, and if 
as a result of that this new company was unable to show a profit, 
what do you think would be their next step ? 

Mr. Hayrs. Their next step, as I conceive it, sir, would be to pre- 
pare its statement, give the Public Utilities Commission a showing 
of a statement to the effect that they were not earning what to their 
opinion was a fair return, ask for a public hearing to be had, imple- 
ment what they had said by testimony, and anticipate that a fare 
would be increased in order to meet that situation. 

Mr. Fiynr. Has there been any indication, either officially or un- 
officially, that the present transit company that serves the District of 
Columbia and certain portions of Maryland and Virginia has ever 
had an excess amount of equipment with which to serve this area? 

Mr. Hayes. I am afraid, Mr. Congressman, I can’t answer that 
question. When you speak of excess amount of equipment, that of 
course would mean that the statistics as furnished to the Public Utili- 
ties Commission would cover what equipment they had, what was be- 
ing discarded, what was being held in reserve, what was necessary. 
I am afraid, sir, it would require a statistical answer with which 
I am not familiar. 

Mr. Fuiynr. I don’t think it would. Have you ever been officially 
informed, or have you learned through unofficial sources, that the 
Capital Transit Co. had more equipment than it needed to justify its 
rate base ? 

Mr. Hayes. In the manner in which you put the question, sir, I 
think I can answer by saying no, it has not been brought to my atten- 
tion. 

Mr. Fiynt. And that rate base upon the purposes for which the 
transit company operates is approximately $1914 million which you 
gave a while ago. 

Mr. Hayes. That figure, you must remember, is the figure given by 
the company. I think it is fair to say, as I conceive it, the ques- 
tion of what shall be used:as a rate base becomes a matter for the 
Public Utilities Commission to determine with all the factors before 
it. Therefore, let us take this particular situation. You may be 
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familiar with the fact that we at the time that this difficulty arose, 
as far as the strike is concerned, had already given the opportunity 
to be heard, the company had presented its case, there had been 
examination, cross-examination, the staff had put on its case, there 
had been examination, it was abiding the time for cross-examination 
to be had, the time was fixed for that, and in the interim period the 
legislation was had by the Congress, and the company dismissed its 
complaint or its request. 

Mr. Fiynt. Is the Public Utilities Commission as a body satisfied 
with the $1914 million figure? 

Mr. Hayes. I don’t know, sir, that I can in fairness answer that, be- 
cause the question of the testimony that was to be adduced to arrive 
at the correctness of that conclusion was never carried out. It was 
never concluded. So I don’t have before me the answer to what you 
say, sir. 

Mr. Fiynt. In other words, the Public Utilities Commission has 
never either accepted or rejected that figure ? 

Mr. Hayes. I think that is correct, sir. 

Mr. Fiynr. Then on what investment basis did the Public Utilities 
Commission arrive at the last adjustment in fares that such Commis- 
sion handed down ? 

Mr. Hayes. I presume, sir, without actually knowing because of 
what you yourself know about my own personal contact, they had be- 
fore them certain data which was the basis of it. I happen to re- 
member that it was shown to me that there was some question of some 
$2,400,000, as I remember it, which was referred to as a debated prop- 
osition with respect to depreciation, showing that there was no actual 
meeting of the minds between them. I think when this application 
was made to us, there was a suggestion had that for the purposes of 
this statement this $2,400,000 would be an allowable circumstance, not 
conceding the correctness of it from the company’s point of view. 

Mr. Fiynt. Since you personally have been a member of the Public 
Utilities Commission, the figure of $1914 million has never been either 
accepted or rejected by the Commission ? 

Mr. Hayes. That is correct, sir. 

Mr. Fiynr. Any action that was taken on that or a similar figure 
was done before you were appointed to this Commission ? 

Mr. Hayes. That is correct, sir. 

Mr. Frynt. A while ago in response to a question by my colleague, 
Mr. Dolliver, I believe you stated that the Public Utilities Commis- 
sion in preparing the invitation to submit proposals, read into the act 
of Congress, Public Law 389, first session, 84th Congress, that the Con- 
gress expressed a legislative intent for an “all-bus” system. 

Mr. Haves. If vou say the Commission read into it, I think the an- 
swer is “Yes.” I think it was read into it because the language seemed 
to us to give no other alternative. 

Tf vou ask snecific. the answer is “No.” I don’t think the act does 
use the snecific words that it shall be an all-bus system. 

Mr Frywnv. T assume vou refer to section 7 which reads as follows: 
: Effective as of the date of the termination of the charter and all rights of 
franchise of the Capital Transit Co. as provided for in section 2 of this act, such 
company shall upon order of the Commissioners of the District of Columbia 
remove from the streets and highways at its own expense all of its properties 


and facilities and shall thereupon restore such streets and highways in accord- 
ance with the provisions of the act of July 1, 1941 (55 Stat. 499). 
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Mr. Hayes. We were mindful of that, sir, yes. 

Mr. Fiynv. Is there any other paragraph or section in Public Law 
389 which would lead you or any other member of the Commission 
or any individual to assume that it was the congressional intent to 
establish an all-bus transportation system ? 

Mr. Hayes. Except the fact, sir, that we know of no other transit 
system that could have been accomplished within a period of a year. 

Mr. Fiynt. Do you know, or has your Commission ever been fur- 
nished within any facts, figures, or other information, which would 
indicate whether it is more economical to operate streetcars or buses? 

Mr. Hayes. Yes, sir; we have data before us which indicates spe- 
cifically that it is much more economical to have buses. 

Mr. Fiynv. It is much more economical to have buses ? 

Mr. Hayes. That is right, sir. 

Mr. Witi1ams. Would you yield at that point ? 

Mr. Fiynt. Yes, sir. 

Mr. Witu1aMs. The invitation was sent out, I believe, by the Public 
Utilities Commission. Was that sent out at the direction of the Dis- 
trict Commmissioners ¢ 

Mr. Hayes. I wouldn’t say at the direction, sir. The Commission- 
ers advised us as to what the situation was, and felt that since the 
public hearing would be one which was attributable to the PUC, that 
we should send out the invitation. You will note, sir, that we sent 
it out as of the same day that the suggestion was had by us. 

Mr. WituiaMs. In sending the invitation out, you specified that ap- 
plicants are invited to furnish all-bus mass transit service. Was it at 
the direction of the Commissioners that the words “all bus” were 
used, or was that an action for which the Public Utilities Commis- 
sion is exclusively responsible ? 

Mr. Hayes. I think it is fair to say, sir, and the Commissioners are 
here and they can correct me 

Mr. Witu1ams. The purpose of the question is to pinpoint the re- 
sponsibility for the use of the words “all bus.” 

Mr. Hayes. I think the answer is a collaboration between the 2 
Commissions, and the agreement of the 2 Commissions that the lan- 
guage of the act required that we should do it in that wise. 

Mr. Witu1aMs. Thank you. 

Mr. Fiynv. The figures which have been submitted to you in the 
form of estimates are that it will cost somewhere in the vicinity of 
$26 or $30 million to institute an all-bus system. 

Mr. Hayes. As I said, there have been varying figures which were 
brought to our attention. I think that is probably a fair statement. 
It is contemplated somewhere within that area. 

Mr. Ftynr. In the 6 months which have lapsed since the enactment 
of Public Law 389, has any company yet come up with a proposal 
that you considered adequate to meet the needs of the District of 
Columbia ? 

Mr. Hayes. The answer to that is “No.” 

Mr. Fiynt. Then at the present time is it your opinion, personally, 
as well as officially, and is it also the opinion of the Public Utilities 
Commission of the District of Columbia, that the only remaining 
alternative is that of the constitution of a transit authority to be 
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financed either by the District of Columbia or by the United States 
Treasury ¢ 

Mr. Hayes. Mr. Congressman, my answer to that would be “Yes,” 

subject to what may be presented still by the two matters which I have 

called to the committee’s attention that are presently pending. We 
don’t know as to what the outcome of that may be. I think it fair to say 
that as of now we feel that the Congress should unquestionably go 
forward with this legislation because of the experience which we have 
had, and because of the fact that as of now, we have nothing actually 
before us. 

Mr. Fiynt. Are you familiar with any other cities 

Mr. Hayes. Commissioner Weston called my attention to the fact 
that your question had to do with the District of Columbia or Treasury 
financing. This had to do with private financing to which I was 
addressing myself. 

Mr. Fiynt. That is right. It is presently the purpose of the Public 
Utilities Commission to obtain the passage of enabling legislation to 
authorize the constitution of an authority—a public “body—to take 
over the operation of the transit system in the event no private com- 
pany comes forward between now and the 15th of August. 

Mr. Hayes. Our Commission, Mr. Congressman, is in no position 
to ask that. Ours is purely a regulatory body. The Commissioners of 
the District of Columbia are the ones, sir, upon whom that obligation 
is placed. It is their bill which is being offered. Our Commission 
has supported that bill because of what T have indicated to you. 

Mr. Fiynv. But your Commission does support that bill. 

Mr. Hayes. Yes, sir. 

Mr. Fiynrt. I have one more question. Has the Public Utilities 
Commission gone into and examined the facts and circumstances 
which the District Commissioners relied upon when the District Com- 
missioners granted a 3-cent increase in the price of tokens? 

Mr. Hayes. Would you be good enough to say that again ¢ 

Mr. Fiynr. Has the Public Utilities Commission examined into 
the facts and circumstances upon which the District Commissioners 
granted a 3-cent increase in the price of tokens? 

Mr. Hayes. Do you mean, sir, when the fare was increased from 16 
to 19 cents ¢ 

Mr. Fiynt. The price of tokens. The fare is 20 cents. 

Mr. Hayes. That is right, but when you speak of an increase of 3 
cents, I don’t know what you are addressing yourself to. 

Mr. Fiynt. The price of 19 cents for tokens. I believe prior to the 
recent increase granted by the District Commissioners, according to 
the figures which I have in front of me, it was 5 tokens for 80 cents. 
By action of the District C ommissioners, not the Public Utilities Com- 
mission, this price of tokens was increased from 5 for 80 cents to 5 for 
#0 cents. 

Mr. Hayes. That is correct. 

Mr. Fiynt. Or 3 cents’ increase per token. Is not that a 3-cent in- 
crease per token ! q 

Mr. Havers. Yes, Iam accepting your figures. 

Mr. Fiynt. Is that substantially the same increase that was applied 
for in the application of the C apital Transit Co. to the Public Utilities 
Commission. 
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Mr. Hayes. I think the answer to that is that their application asked 
for a 20-cent straight fare, it asked for 5 tokens for 95 cents, which is 
what was granted. It also asked for an elimination of a permit; the 
elimination of the permit was denied. The permit was granted by the 
Commissioners. They provided for a permit to be paid for by 90 
cents. Each time there was a ride you had to pay 10 cents. It was 
a weekly permit. Within a week it could be used as often as one de- 
sired as long as one paid 10 cents. That was the entire picture, as 
far as the fare structure was concerned. 

Mr. Fiynvr. Does your Commission consider the increase granted by 
the District Commissioners to have been a reasonable increase, and fair 
to the public? 

Mr. Hayes. You ask me, sir, with respect to something that some- 
one else does. I would presume, sir, that these gentlemen with whom 
I have had contact for the last few months from what I know about 
them, they would not themselves have recommended it or entered into 
it if they had not themselves felt it was fair as far as the public is 
concerned. 

Mr. Friynr. Then you consider that action reasonable. 

Mr. Hayes. Of course I do, sir. The only thing, Mr. Congress- 
man, that I am anxious to have you understand is this: Because I 
have heard the suggestion made because of the fact that there seems to 
be some coincidence between the figures asked by the Capital Transit 
Co. and what the Commissioners finally agreed upon, the Public 
Utilities Commission could have already done that particular thing. 
I want to impress the Congressman with the fact that we could do no 
such thing. We were under obligation to have hearings. We could 
not do it without being able to make a record. We could not do it with- 
out being able to put into our picture what the operating expenses 
were. We could not intelligently pass upon operating expenses with- 
out knowing what their wage increases were. 

Therefore, what has been suggested as being the accomplishment of 
this thing was not available to the Public Utilities Commission. We 
made a part of the record, sir, and there was a press release which 
I have in my hand, sir, and which will be handed to the members of 
the committee 

Mr. Ftynt. That is dated July 7, 1955. 

Mr. Hayes. Yes, sir. I would like with your permission to read 
this into the record. 

Mr. Harrts. I must state that the bells have rung and we have to 
answer the rollcall. 

Mr. Hayes. Yes, Mr. Congressman. 

Mr. Harris. Did you have any more questions of this witness? I 
was hoping we could conclude before we have to go but if you have 
more questions we will have to have him come back in the morning. 

Mr. Fiynvt. I will waive any further questions at this time. 

Mr. Harris. The press release that you spoke of, is it one you had 
already referred to previously. 

Mr. Hayrs. No, I don’t think so, until I came back this afternoon. 
T may have. It. is the press release, as the Congressman has indicated, 
dated July 7, If it is already in the record, I would ask not to put it in. 
Tf it is not, I would ask that it be made a part of the record, 
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Mr. Harris. What does it refer to? 
Mr. Hayes. It refers to the position of the Public Utilities Com- 
mission as to its jurisdiction, as to its reasons for not doing what has 
been previously indicated. 
Mr. Harris. Without objection, it may be placed in the record at this 
point. 
(The press release is as follows :) 





PRESS RELEASE 
JULY 7, 1955. 

This statement is made by the Public Utilities Commission in order to clarify 
its jurisdiction and powers and to insure that no misconception as to these 
matters may cause the parties directly concerned in the Capital Transit Co. 
strike to overlook possible avenues of settlement. 

The Public Utilities Commission is a regulatory body having under its juris- 
diction, among other utilities with a public franchise, the Capital Transit Co. 
The streetcar and bus drivers of the Capital Transit Co. are presently on strike. 
The labor relationships between management and the employees of the Capital 
Transit Co. are not subject to the control of the Public Utilities Commission. 

Prior to the time that the employees of Capital Transit Co., above referred to, 
went out on strike, the management of Capital Transit Co. filed with the PUC 
a petition asking for an increase in the token fares from 5 for $.80 to 5 for 95 
cents and asking for the elimination of the existing permit system. Hearings on, 
this petition were begun with testimony from the Capital Transit Co. on the 
21st day of June and recessed on the 24th day of June subject to the call of the 
Chairman. This recess was had for the purpose of allowing experts on the 
part of the PUC to examine the testimony given and exhibits offered with a 
view of having counsel for the Commission cross examine the company witnesses, 
after which a recess will again be had for the purpose of examining testimony 
thus elicited so as to properly present pertinent testimony and exhibits on behalf 
of the Commission. Then, subject to rebuttal testimony, the Commission will 
examine all of the evidence and hand down its decision as to the requested fare 
increase. The determination of a proper rate in a case such as this is a semi- 
judicial process requiring a full consideration of complex issues. The Com- 
mission is obligated to weigh all factors and to arrive at a carefully considered 
decision based on the merits of the case. Management is presumed to be well 
aware of time required in such proceedings, which are normal elements of 
public utility regulation. 

In the present proceeding, no evidence has been adduced by the company on 
the demands of its employees for increase in wages and other fringe benefits. 
Thus, the present hearing in no way involves the question of the possible cost 
to Capital Transit Co. of any settlement with its employees. Moreover, the 
Commission has no right or power to pass upon any such possible future costs 
so long as they are in the realm of speculation. 

If and when management and the striking employees come to a negotiated 
agreement between themselves, it would be within the rights of the Capital 
Transit Co. to present the increased costs to the Commission and to request 
the Commission to give immediate effect to a rate increase designed solely to 
offset the increased labor costs incurred in the new contract. The Commission 
considers that it does have the authority to hear such an appeal by the company 
and to grant such relief as may be warranted pending the completion of the 
full rate case. It is of course expressly understood that the hearing on the 
increased fare petition now pending will be then carried forward with all dis- 
patch and a conclusion reached based upon all factors in the evidence. 

The Commission believes that the possibility of financial relief in the present 
crisis, other than by way of increased adult fares, should be exhausted. 
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Mr. Harris. We have an automatic rollcoll vote, and we have to 
adjourn. By the time it is concluded, we would certainly have little 

time left this afternoon. Will you be here in the morning? 
{ Mr. Hayes. I will be very happy to, sir. I was about to ask you 
whether you desire me to return. 
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Mr. Harris. There may be some other members of the committee 
who wish to ask you questions, and if you would make yourself avail- 
able in the morning at 10 o’clock, we would be glad to have you come 
back. I hope, however, we can go on with Commissioner Spencer on 
the legislation. 

Mr. Hayes. Yes, sir. 

Mr. Harris. The committee will adjourn until in the morning at 
10 o’clock. 

(Thereupon at 3:10 p. m., a recess was taken until Tuesday, Febru- 
ary 21,1955, at 10 a.m.) 
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TUESDAY, FEBRUARY 21, 1956 


House or Representatives, 
SUBCOMMITTEE OF THE COMMITTEE ON 
INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to adjournment, in room 
1334, New House Office Building, Hon. Oren Harris (chairman of 
the subcommittee) presiding. 

Mr. Harris. The committee will come to order. 

When the committee adjourned on yesterday we had heard the 
Chairman of the Public Utilities Commission on efforts of the Com- 
mission to obtain or negotiate private operation of the transit system 
for the District of Columbia, succeeding the Capital Transit Co. 

I am not sure whether there are any other questions of Commis- 
sioner Hayes or not. 

Mr. Dolliver, do you have any questions? 

Mr. Dotutver. No, Mr. Chairman. 


STATEMENT OF GEORGE E. C. HAYES, CHAIRMAN, PUBLIC UTILITIES 
COMMISSION OF THE DISTRICT OF COLUMBIA—Resumed 


Mr. Harris. May I ask just one question, Mr. Commissioner. 

Mr. Hayes. Yes, sir. 

Mr. Harris. In your report, which I want to compliment you on, in 
your efforts for negotiating with some private operators to operate 
the system here in the District of Columbia, what was, if any con- 
sideration given to, or any discussions with reference to efforts to re- 
new the contract with the Capital Transit Co. ? 

Mr. Hayes. Do you mean, Mr. Chairman, as to whether or not any 
of the applicants indicated to us that some such specific provision had 
been undertaken ? 

Mr. Harris. Yes. 

Mr. Hayes. The answer to that is no, sir. 

Mr. Harris. You did not have any applications from the Capital 
Transit Co. to renew their franchise? 

Mr. Hayes. That is correct, sir. We did not have any such appli- 
cation. 

Mr. Harris. Were there any discussions by you or any member of the 
Commission, or anyone from your office, with representatives of the 
Capital Transit Co. as to the possibility of working out some kind of an 
arrangement so that they might continue to operate this system for the 
District of Columbia ? 

83: 
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Mr. Hayes. I know that no such thing was done officially. I know 
that I personally did no such thing. So far as I know no one from 
our office did any such thing, because there was no overture of any 
such character made from the Capital Transit Co. 

Mr. Harris. Of course I realize full well that the action of the 
Congress last year during that emergency period canceled the fran- 
chise of the Capital Transit Co.; but even so, I also recognize that 
there is a lot of interest among some sources here in the company’s 
future welfare, and I wanted the record to show whether or not there 
were any overtures or any efforts whatsoever to bring back into the 
picture the present management representing the stockholders of the 
company as it exists today. 

Mr. Hayes. As I have said to you, Mr. Chairman, no such overture 
was made to us. It would seem a bit—it seemed to me at least, per- 
sonally, a bit presumptuous were we to have approached the Capital 
Transit Co. with the situation existing as it did with their franchise 
having been canceled. No suggestions have been had from them. 

Mr. Harris. Yes; I can appreciate that, particularly in view of the 
fact that they did not respond to the notice that you gave and either 
file an application or make some efforts toward the possibility of filing 
an application. 

Now, the reason I wanted this information in the record is because 
there are those who are contending, so I am informed, that they desire 
and are making efforts to purchase a large part of the capital stock 
of the Capital Transit Co., with a view of making application to 
renewing the franchise. 

Are there any further questions ? 

Thank you very much. 

Mr. Hayes. Thank you. 


STATEMENT OF SAMUEL SPENCER, PRESIDENT, BOARD OF COMMIS- 
SIONERS OF THE DISTRICT OF COLUMBIA, WASHINGTON, D. C.— 
Resumed 


Mr. Harris. Commissioner Spencer, you may come back if you will 
at this time. 

Mr. Spencer. Thank you, Mr. Chairman. 

Mr. Harris. And take up where you left off yesterday. 

Mr. Seencer. Mr. Chairman and members of the committee: Mr. 
Hayes has described to you what has been done by the Public Utilities 
Commission since last August in its efforts to obtain a new private 
operator to take over mass transportation in the District of Columbia 
next August when the franchise of Capital Transit Co. expires. He 
has shown how at all times, even up to the present moment, the Public 
Utilities Commission has held itself open to consider sympathetically 
the proposal of any applicant who could show that it could provide 
adequate service. As early as last November, however, when none 
of the applicants had yet put together a financially and operationally 
sound proposal, the Public Utilities Commission realized that there 
was a possibility that a private operator could not be found. In order 
to be prepared for this contingency, it commenced studying the possi- 
bility of a public transit authority while at the same time continuing 
its efforts to obtain a private operator. The Commission and its staff 
did considerable research regarding the organization and activities of 
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existing public authorities and held a number of conferences with ex- 
perts in the field. 

The Commission had in mind a public authority which would be 
financed by the sale of revenue bonds to private investors. Its obliga- 
tions would not be guaranteed by the District of Columbia or by the 
United States Government. It would have no power to levy taxes 
for any purpose whatsoever. In a word, it would stand on its own 
feet financially. The authority would be governed by a board of lead- 
ing citizens attracted to the civic responsibilities of an essential public 
service operated along the lines of a private corporation. 

There are many precedents for a public authority of this type. In 
fact, some thousands of them have been created by the various States, 
counties, and municipalities in the United States during the past 25 
years for the financing, construction, and operation of useful public 
facilities; they include toll bridges, toll highways, terminal facilities, 
and port facilities. One of the earliest and best known organizations 
of this type, and one of the most successful, is the New York Port 
Authority, which was organized in 1921. 

The essential characteristics of the public authority were well de- 
scribed in 1953 by Austin J. Tobin, executive director of the New 
York Port Authority. He said: 

* * * the true authority is a public corporation set up outside the regular 
framework of Federal, State, or local government, and freed from the procedures 
and restrictions of routine government operations in order that it may bring the 
best techniques of private management to the operation of a self-supporting or 
revenue-producing public enterprise. 

Such self-supporting authorities exist and are giving adequate and 
efficient service in the transit field. Good examples are found in 
Cleveland and Chicago. I have here a memorandum giving some basic 
facts about the transit authorities in these two cities which I request 
be placed in the record. 

That is the item No. 5 in the series of documents which I believe 
the members of the committee have. 

The studies conducted by the Public Utilities Commission were 
made in cooperation with the Board of Commissioners. 

It is No. 5 in your series of papers. It is entitled, “Precedents for 
the Washington Metropolitan Transit Authority Proposal.” 

Mr. Harris. Without objection, it will be included in the record 
at this point. 

Are you going to refer to this now ? 

Mr. Spencer. Mr. Chairman, I do not plan to read it, because this 
statement which I have is rather lengthy. But I can do so, if you 
wish me to. 

Mr. Harris. I think it would not be necessary, if the members of 
the committee will avail themselves of an opportunity to go over it; 
but would it be fair to say that what you are about to say now in ex- 
planation of your proposed program is based not only on these pre- 
cedents but to some extent follows some or all of the provisions of 
these policies in other places? 

Mr. Spencer. Yes, sir; I would say it is fair to say that our bill 
is based, to quite a substantial extent, on the ordinances which set up 
these two authorities, one in Cleveland and one in Chicago. 

Mr. Harris. Do you discuss that further in your statement? 
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Mr. Srencer. I do not get into too much detail as to what the pro- 
visions of those laws are. This memorandum here is intended to 
give you some of the basic facts as to those operators, what they have 
in the way of financing; what their operations have been. 

Mr. Harris. Very well, you may proceed. 

(The paper above referred to entitled, “Precedents for the Washing- 
ton Metropolitan Transit Authority Proposal” is as follows:) 


PRECEDENTS FOR THE WASHINGTON METROPOLITAN TRANSIT AUTHORITY PROPOSAL 


In 1953, Austin J. Tobin, executive director, the Port of New York Authority, 
gave the following definition of a public authority: 7 

“* * * the true authority is a public corporation set up outside the regular 
framework of Federal, State or local government, and freed from the proce- 
dures and restrictions of routine government operations, in order that it may 
bring the best techniques of private management to the operation of a self 
supporting or revenue-producing public enterprise. 

“There are several key phrases in that definition. Note that though it is a 
public corporation, the true authority has no power to tax or assess, and must 
support itself out of the revenues of the public works which it constructs or 
operates. Note also that the concept of operating with the efficiency of good 
corporate Management carries with it the assumption that considerations of 
party politics cannot be tolerated in its operation or management. For the most 
important aspect of the public corporation is its ability to use the best proce- 
dures and methods of modern business management in the administration of 
large public enterprises.” 

The first public authority, in its presently accepted sense, was the Port of 
London Authority established in 1909. It was followed in 1921 by the first 
United States authority, the Port of New York Authority. No further authorities 
were created in this country until the 1930's. Since that date, thousands of 
authorities have been established in the United States for the financing, con 
struction and operation of useful public facilities. In the State of New York, 
alone, authorities have brought into being capital projects of approximately 
$1,500 million in original cost and substantially more in current value. 

Urban transit authorities in the United States have been established primarily 
to purchase, operate or modernize existing local transportation facilities where, 
for economic, political or social reasons, private capital was unable or unwilling 
to continue the task. Outstanding examples of transit operating authorities 
are found in Cleveland, Ohio, and Chicago, Ill. These two public transit opera- 
tions also conform most closely to the quoted definition of an authority in their 
insistence on the principle of self-support and the absence of any direct public 
financial subsidy in their operations. 


CLEVELAND 


The city of Cleveland purchased its transit system from the Cleveland Rail- 
way Co. on April 28, 1942. The sale was preceded by lengthy negotiations fol- 
lowing the expiration of the private company’s franchise in 1935. The transit 
operation was first established as a division of the city’s utility department 
which also included a waterworks, lighting and sewage disposal plants. In 
January 1943, a three-member transit board was established with limited au- 
thority to operate the transit system; real operating control over major policy 
and financial matters was retained by the city council. On December 1, 1949, a 
five-member transit board was created to replace the three-man board; the new 
transit board was granted almost complete managerial control over transit 
operations. The city council retained to itself any power to dispose completely 
of the system and the right of final approval of any proposed bond issues. 

The system, when purchased, consisted of 22 street car lines, 1 trolley bus 
line and 32 bus lines, of which 3 were express lines and 1 a downtown loop line. 
The Cleveland Transit System now operates 49 local lines, with 2 branch routes, 
15 express lines with 8 branch routes and 1 downtown loop line with 3 alternate 
routes. Complete conversion of street car lines to motor bus and trolley bus 
operations was completed in January 1954. A 13-mile rapid transit system was 
opened in 1955; additional extensions are planned. 

An estimated 149 million revenue passengers were carried on the Cleveland 
Transit System in 1954, and operating revenues of approximately $27,500,000 
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were reported. Over $100,000 was transferred to surplus after provision of 
over $3,900,000 for interest and reserves for debt redemption, equipment re- 
placement and modernization. Jn addition, the Cleveland Transit System, in 
1954, paid out over $774,000 to State and local governments as motor fuel, real 
and personal taxes. 

The original 1942 Cleveland bond offering consisted of $17,500,000 of tax- 
exempt, 3% percent, 20-year mortgage revenue bonds which were not backed 
by the city’s credit. Three million dollars of the issue was earmarked for 
modernization of the transit system. A $9,310,000 refunding issue at the ex- 
tremely low interest rate of 144 percent was sold in December 1944. The last 
of this issue was retired in March 1952, 10 years in advance of the stated ma- 
turity date of the original issue. 

iquipment trust certificates were issued in 1946 for a total of $6 million at 
rates of 1 percent to seven-eighths of 1 percent. These were retired in 1952. 
The balance of motor bus and trackless trolley equipment purchases amounting 
to almost $23,500,000 was paid for in cash from replacement fund proceeds. 

In May 1949, a Reconstruction Finance Corporation loan of $29,500,000 at 4 
percent was granted the Cleveland Transit System. The primary purpose of this 
loan was the construction of a rapid transit system. The first $950,000 of this 
loan was taken down on September 24, 1951. As of December 1, 1955, $1,475,000 
of this rapid transit bond issue had been retired, leaving a balance of $28,025,000. 
Value of system assets on December 31, 1954 exceeded $83 million. 


CHICAGO 


The Chicago Transit Authority was created as a separate municipal corpora- 
tion by the State of Dlinois in 1945; it is endowed with practically all the powers 
of a State municipality except the right to levy taxes. The Authority acquired 
the Chicago Surface Lines and Chicago Rapid Transit System on September 
30, 1947. The Chicago Transit Authority followed six separate, prolonged but 
unsuccessful efforts to reorganize the bankrupt Surface Lines and Chicago Rapid 
Transit Co. as a single private company. On October 1, 1952, the Authority 
acquired the solvent Chicago Motor Coach Co., thereby becaming owner of all 
the city’s principal local transit systems. 

The Chicago Transit Authority is governed by the autonomous Chicago Transit 
Board composed of 7 members appointed for staggered 7-year terms. Four mem- 
bers are appointed by the mayor of Chicago with the advice and consent of the 
city council, and subject to the aproval of the Governor of Illinois. Three mem- 
bers are appointed by the Governor by and with the consent of the Illinois Senate, 
and subject to the approval of the mayor. 

In the 38 years preceding their purchase by the Chicago Transit Authority, 
the two predecessor companies had invested $46 million for new rolling stock. 
The average age of rapid transit cars in 1947 was 42 years; street cars, 32 years; 
trolley buses, 15 years; and the few motor buses 4.4 years. 

The CTA acquired these two properties with an estimated original cost value 
between $250 million and $300 million for $87,162,500. Net cost was approxi- 
mately $62 million since $25 million in renewal fund cash was also acquired. 

Since 1947, the authority has invested or obligated $102 million for new transit 
equipment, in addition to paying $16,400,000 for the Chicago Motor Coach prop- 
erties. Exclusive of the 595 buses, almost all modern, of the Chicago Motor 
Coach Co., the CTA has acquired 1,951 new buses, 554 rapid transit cars, 551 
trolley buses and 600 streamlined street cars. All of 1,656 miles of former Sur- 
face Line routes are equipped with modern transit vehicles, and more than 1,100 
miles of street car routes have been converted to motor bus operation. 

In 1955, approximately 623,500,000 revenue-passengers were carried by the 
system. The rapid transit portion of the system showed a gain of over 1,650,000 
revenue-passengers, a reversal of normal national transit riding trends. Pas- 
senger revenues for the year were almost $121 million. A balance of $830,000 was 
left after payment of operating costs, debt service (including $360,000 of revenue 
bond reserves), and full provision for depreciation. 

In 1947, initial capital funds were raised by selling $105 million of tax-exempt, 
3% to 3% percent, 25-30-year revenue bonds to purchase the property and obtain 
capital funds for modernization. An additional $23 million of 414 percent, 30- 
year revenue bonds were issued in 1952, and $7 million of 44% percent, 29-year 
revenue bonds were issued in 1953. The issues subsequent to 1947 were also tax- 
exempt and supported only by pledges of transit revenues. 
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Of the total $135 million of revenue bonds issued since 1947, $5,200,000 has 
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As of October 3, 1955, a total of $36,110,000 of equipment trust certificates had 
been issued or authorized since 1947 for une purchase of new equipment. A sub- 
stantial amount had been retired since the total outstanding of such issues may 
not exceed $15 million. As of the end of 1954, Chicago Transit Authority assets 
were valued at slightly below $180 million. 

Mr. Spencer. The studies conducted by the Public Utilities Com- 
mission were made in cooperation with the Board of Commissioners. 

As an initial step in these studies the Public Utilities Commission 
sought information and counsel from investment banking firms which 
specialize in financing and evaluating potential public authority opera- 
tions in order to obtain advice regarding the best form of organiza- 
tion and method of financing a public authority in the Washington 
area. A number of investment banking firms were considered by the 
Public Utilities Commission. The Public Utilities Commission held 
preliminary conferences with representatives of two firms, which had 
participated in the financing of the municipal systems in Cleveland 
and Chicago. Both representatives indicated that in their judgment 
a public transit authority in the Washington area was feasible and 
practical and could be financed by the sale of revenue bonds. 

Mr. Hrnsuaw. Mr. Chairman. 

Mr. Harris. Mr. Hinshaw. 

Mr. Hinsuaw. Mr. Commissioner, you say that you held preliminary 
discussions with two firms. I think it would be well at this point 
to mention the two firms, unless there is some reason that you have 
for not doing so. 

Mr. Spencer. One firm is John Nuveen & Company of Chicago. The 
other was Blyth & Co. 

Mr. Hrnsuaw. Also of Chicago? 

Mr. Spencer. Also of Chicago, yes, sir. 

After the public hearing held by the Public Utilities Commission 
on December 15 and 16 and after the Tydings group had failed to get 
together with the union on December 19 and 20, it was apparent that 
there was no private group to which the Public Utilities Commission 
would be justified in granting a permit at that time. Of course, there 
was always the possibility that as time went on some group would be 
able to show that it could put together and finance a sound operation. 
In the event that this did not occur, however, the Board of Commis- 
sioners and the Public Utilities Commission were faced with the neces- 
sity of providing a workable alternative in sufficient time so that legis- 
lation could be presented to the Congress, and a public operation or- 
ganized in time to provide service next August. 

It was necessary to begin full scale efforts without delay to prepare 
a plan for a public authority. at 

Accordingly, on December 21 the Board of Commissioners and the 
Public Utilities Commission held a conference with Mr. Albert C. 
Cleave, vice president of the well known investment banking firm of 
Blyth & Co., which had handled the financing of the Chicago Transit 
Authority. . ; 

Mr. Cleave is here this morning, Mr. Chairman, and he will be glad 
to testify a little bit later. 

Mr. Harrts. Very well. 
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Mr. Spencer. Mr. Cleave had been in direct charge for Blyth & Co. 
of the Chicago transit financing, and in addition he is generally 
familiar with the transit situation in Washington and that his firm 
would be ready to assist in the preparation of suitable legislation for 
a public transit authority. He said that his firm would be prepared 
to do this work without further obligation on the part of the District 
of Columbia government. He immediately contacted Mr. John N. 
Mitchell of the law firm of Caldwell, Marshall, Trimble & Mitchell 
of New York City, who has had extensive experience in drafting Fed- 
eral legislation related to privately financed projects. Mr. Mitchell 
immediately began work on the drafting of major portions of a 
Transit Authority bill, particularly those parts having to do with 
financing. Meanwhile, the District of Columbia Corporation Coun- 
sel’s office commenced work on certain aspects of the proposed legisla- 
tion. On Thursday, January 5, Commissioner Weston of the Public 
Utilities Commission and Col. Thaddeus Nosek, Assistant Engineer 
Commissioner, went to New York and spent 214 days with Mr. 
Mitchell working on the preliminary draft of the legislation. 

As the committee is no doubt aware, the National Capital Plan- 
ning Commission was granted an appropriation last year of $200,000 
to begin a study of mass transit in the Washington metropolitan area. 
The Planning Commission is conducting this study jointly with the 
National Capital Regional Planning Council and in coordination with 
a joint study commission set up by the legislatures of Maryland and 
Virginia and the Board of Commissioners of the District. The joint 
steering committee for the study adopted a resolution making its con- 
sultants available to the Board of Commissioners and the Public Utili- 
ties Commission in working out the plans and legislation for a Transit 
Authority. We have therefore had the benefit of the judgment of 
Mr. Donald Hyde, the general manager of the Cleveland Authority, 
one of the outstanding men in the country in the transit operating 
field. 

Mr. Hyde is here today, Mr. Chairman, and will be glad to make a 
statement for the committee. 

Mr. Harris. Is Mr. Mitchell here ? 

Mr. Srencer. Mr. Mitchell is here; yes, sir. 

We have also had the benefit of the judgment of Mr. Joseph Ong, a 
well-known consultant on transit matters, Mr. Jerome M. Alper, a 
yrominent attorney who is thoroughly experienced in this field, and 
Mr. Kenneth M. Hoover, the staff director and coordinator of the 
study, who is also an outstanding consultant in transit operation. 

On Wednesday, January 11, the Commissioners, the Public Utilities 
Commission, and the Corporation Counsel held an all-day conference 
with Mr. Cleave and Mr. Mitchell going over a preliminary draft of 
portions of the proposed legislation and making policy decisions with 
respect thereto. Mr. Hyde, Mr. Ong, Mr. Alper, and Mr. Hoover all 
participated in this conference and gave the Commissioners the bene- 
fit of their advice. Further work on the bill was then done by the 
Corporation Counsel’s Office and by Mr. Mitchell. an 

On Wednesday, January 18, and Thursday, January 19, additional 
all-day conferences with Mr. Cleave and Mr. Mitchell were held in 
Washington. Late Thursday afternoon, a preliminary draft of the 
bill was informally taken up by the Commissioners with the Bureau 
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of the Budget and the provision regarding the Treasury loan was 
cleared by the Bureau of the Budget. Several persons prominent in 
the banking and investment field in the District of Columbia and else- 
where went over the bill at the request of the Commissioners and 
offered their suggestions regarding it. The bill was sent by the Com- 
missioners to Speaker Rayburn on January 25. It was introduced by 
Chairman Harris on Monday, January 30. I request that my letter 
of transmittal of January 25 be made a part of the record. 

That is item No. 4 in the list of papers which you have, Mr. Chair- 
man. 

Mr. Harris. Without objection, it will be included at this point. 

(The letter dated January 25, 1956, signed by Samuel Spencer, 
President, Board of Commissioners, District of Columbia, is as 
follows :) 


JANUARY 25, 1956. 
Hon. SAM RAYBURN, 
The Speaker of the House of Representatives, Washington, D. C. 

DEAR SPEAKER RAYBURN: In my letter of December 30, 1955, to Congressman 
John L. MeMillan, chairman of the Committee on the District of Columbia of 
the House of Representatives, reporting on the developments which had taken 
place in the matter of furnishing mass transportation in the District of Columbia 
since the enactment of Public Law 389, 84th Congress, approved August 14, 1955, 
I informed him that the District Commissioners were preparing legislation for 
the creation of a Transit Authority in the Washington metropolitan area to pro- 
vide mass transportation service beginning on August 15, 1956. I have the honor 
to transmit herewith a draft of the recommended legislation. 

The enclosed draft of legislation has been prepared by the District Commis- 
sioners in collaboration with the Public Utilities Commission, and with the assist- 
ance of Messrs. Portland Merrill and Walter Cleave of Blyth & Co., bankers, and 
Mr. John Mitchell, attorney, of the firm of Caldwell, Marshall, Trimble & Mitchell 
of New York City. 

The proposed legislation would create a Transit Authority which would suc- 
ceed on August 15, 1956, to all of the franchise rights presently exercised by the 
Capital Transit Co. in the District of Columbia and which would be authorized 
to extend its service within the metropolitan area by agreement with the juris- 
dictions concerned outside the District of Columbia. The Authority is given the 
exclusive right to provide mass transportation service in the District of Columbia, 
except for franchise rights of passenger carriers (other than Capital Transit 
Co.), existing on the date of the enactment of this act. The act provides further 
that the Interstate Commerce Commission shall not authorize additional inter- 
state service within the Washington metropolitan area when such service is in 
competition with the service rendered by the Authority, without the approval 
of the Authority. It also provides that the Authority shall not operate its inter- 
state service in competition with existing services of other systems. 

The powers of the Authority would be vested in a Board of five Directors ap- 
pointed for 5-year terms so staggered as to provide for the appointment of one 
new Director each year beginning in 1958. The compensation of the Directors is 
limited to $3,600 in any one year of service; except in the first year following 
the date or organization of the Authority, when an amount of $5,000 would be 
allowed. The Commissioners consider this to be a nominal compensation for 
citizens of the stature required for such an Authority, and feel that the primary 
incentive to service on the Board of Directors must be a sense of public interest 
and duty. 

The Authority is granted broad powers to create and manage an effective 
transportation system in accordance with sound business practices. It is ex- 
empted from laws and regulations which are designed for normal governmental 
functions but are too restrictive for an operation of this kind. In carrying out 
its duties the Authority would be granted the power of eminent domain in the 
District of Columbia under the conditions set forth in the act. 

The Authority would be financed through its own revenue bonds or other 
instruments of its own credit and would not be empowered to pledge the credit 
of the United States or of the District of Columbia. The proposed legislation 
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sets forth in detail the power of the Authority to issue its own credit instruments. 
Because of the imperative requirement for the Authority to act promply in ac- 
quiring the necessary properties to meet its service obligations on August 15, 
1956, and the impracticability of floating a private bond issue while the cost 
of these acquisitions are yet unsettled, the act provides for a loan of not exceed- 
ing $20 million with interest from the United States Treasury to the District of 
Columbia, which would be advanced by the District to the Authority to provide 
for the initial operations. It is contemplated that the initial operations would 
be financed through the use of this Government loan and that this loan would be 
paid off from the proceeds of private financing as soon as the initial uncertainties 
as to the obligations and prospective earnings of the Authority could be clarified. 

The Authority would be self-regulating in the establishment of schedules, rout- 
ings and changes therein and conditions of service, and in setting fares or other 
fees for service. 

The Board is directed to establish a suitable organization and to make its 
own provisions with certain limitations for the terms of employment and com- 
pensation of officers and employees. 

The Authority is not clothed with Government immunity but is subject to 
suit, with the provision that notice of injury or damage to persons or property 
must be given to the Board within 6 months after the alleged occurrence if the 
suit is to be maintained. 

The Authority is given the power to issue regulations governing the use of its 
properties and to set limited penalties for enforcement thereof. It is authorized 
to initiate investigations into matters relating to its activities. 

Because of he urgency of preparatory work to enable the Authority to meet 
its operating obligations to begin on August 15, 1956, this act would authorize the 
Board of Commissioners of the District of Columbia to exercise the powers of 
the Board of Directors of the Authority until such time as the Board of Directors 
of the Authority could be organized to assume these responsibilities. 

The Commissioners of the District of Columbia and the Public Utilities Com- 
mission join in recommending the prompt enactment of the enclosed legislation 
to create a Washington Metropolitan Transit Authority to operate mass transit 
in the District of Columbia after August 14, 1956. 

Section 27 of the enclosed bill which has to do with interim financing of the 
Authority by a Federal loan has been submitted to the Bureau of the Budget and 
the Commissioners have been informed that the Bureau has no objection to 
that section as presently drafted. 

Sincerely yours, 
SAMUEL SPENCER, 
President, Board of Commissioners, District of Columbia. 


Mr. Spencer. If there is no objection, Mr. Chairman, I will read a 
portion of that letter. I am starting with the third paragraph of 
the letter. 


The proposed legislation would create a Transit Authority which would suc- 
ceed on August 15, 1956, to all of the franchise rights presently exercised by 
the Capital Transit Co. in the District of Columbia and which would be au- 
thorized to extend its service within the metropolitan areas by agreement with 
the jurisdictions concerned outside the District of Columbia. The Authority 
is given the exclusive right to provide mass transportation service in the Dis- 
trict of Columbia, except for franchise rights of passenger carriers (other than 
Capital Transit Co.), existing on the date of the enactment of this act. 

The act provides further that the Interstate Commerce Commission shall not 
authorize additional interstate service within the Washington metropolitan 
area when such service is in competition with the service rendered by the Au- 
thority, without the approval of the Authority. It also provides that the Au- 
thority shall not operate its interstate service in competition with existing 
services of other systems. , 

The powers of the Authority would be vested in a board of 5 directors ap- 
pointed for 5-year terms so staggered as to provide for the appointment of 1 
new director each year beginning in 1958. The compensation of the directors 
is limited to $3,600 in any one year of service; except in the first year follow- 
ing the date or organization of the Authority, when an amount of $5,000 would 
be allowed. The Commissioners consider this to be a norminal compensation 
for citizens of the stature required for such an Authority, and feel that the 
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primary incentive to service on the Board of Directors must be a sense of public 
interest and duty. 

The Authority is granted broad powers to create and manage an effective 
transportation system in accordance with sound business practices. It is ex- 
empted from laws and regulations which are designed for normal governmental 
functions but are too restrictive for an operation of this kind. In carrying out 
its duties the Authority would be granted the power of eminent domain in the 
District of Columbia under the conditions set forth in the act. 

The Authority would be financed through its own revenue bonds or other in- 
struments of its own credit and would not be empowered to pledge the credit of 
the United States or of the District of Columbia. The proposed legislation sets 
forth in detail the power of the Authority to issue its own credit instruments. 
Because of the imperative requirement for the Authority to act promptly in 
acquiring the necessary properties to meet its service obligations on August 15, 
1956, and the impracticability of floating a private bond issue while the cost 
of these acquisitions are yet unsettled, the act provides for a loan of not exceed- 
ing $20 million with interest from the United States Treasury to the District 
of Columbia, which would be advanced by the District to the Authority to pro- 
vide for the initial operations. It is contemplated that the initial operations 
would be financed through the use of this Government loan and that this loan 
would be paid off from the proceeds of private financing as soon as the inital 
uncertainties as to the obligations and prospective earnings of the Authority 
could be clarified. 

The Authority would be self-regulating in the establishment of schedules, 
routings, and changes therein and conditions of service, and in setting fares or 
other fees for service. 

The Board is directed to establish a suitable organization and to make its own 
provisions with certain limitations for the terms of employment and compensa- 
tion of officers and employees. 

The Authority is not clothed with Government immunity but is subject to 
suit, with the provision that notice of injury or damage to persons or property 
must be given to the Board within 6 months after the alleged occurrence if the 
suit is to be maintained. 

The Authority is given the power to issue regulations governing the use of 
its properties and to set limited penalties for enforcement thereof. It is author- 
ized to initiate investigations into matters relating to its activities. 

Because of the urgency of preparatory work to enable the Authority to meet 
its operating obligations to begin on August 15, 1956, this Act would authorize 
the Board of Commissioners of the District of Columbia to exercise the powers 
of the Board of Directors of the Authority until such time as the Board of 
Directors of the Authority could be organized to assume these responsibili- 
ties © * © 


I do not think it is necessary to read the final two paragraphs of 
the letter, Mr. Chairman. 

I would now like to return to my statement on page 6 at the bottom 
of the page. I would now like to go through the bill section by section, 
explaining it briefly, or explain the more important sections and why 
they were drafted as they were. 


GENERAL PURPOSES 


First of all, general purposes. , 
Section 2 contains legislative findings primarily having to do with 
the necessity for setting up the Transit Authority. 


DEFINITIONS 


Section 3 contains definitions. The most important is the defini- 
tion of the Washington metropolitan area as including the District of 
Columbia, the cities of Alexandria and Falls Church, and the coun- 
ties of Arlington and Fairfax in Virginia and Montgomery and Prince 
Georges in Maryland. 
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Another important definition is that of “transportation system” 
which is defined as including all facilities and property for the trans- 
portation of passengers for hire, except taxicabs, sightseeing buses, 
and transportation facilities extending beyond the Washington metro- 
politan area. Thus the term includes buses, street railw ays, subways, 
elevated railways, and any other form of mass transportation. 

Mr. Hinsuaw. Mr. Chairman. 

Mr. Harris. Mr. Hinshaw. 

Mr. Hinsuaw. Mr. Commissioner, I assume that that definition— 
I have not read the bill as yet—but I assume it excludes all trans- 
portation except persons as passengers. 

Mr. Sreencer. It does not include freight. 

Mr. Hinsuaw. Does not include freight and express ? 

Mr. Srencer. Or express, or anything of that kind. 

Mr. Hinsuaw. The definition specifically excludes those, does it ? 

Mr. Spencer. Yes, it states, “all facilities for the transportation of 
passengers for hire.” 

So that it is restricted to passenger transportation. 

Mr. Hinsuaw. And only passengers for hire ? 

Mr. Spencer. Yes, sir. 


CREATION OF AUTHORITY 


Section 4 creates the Authority, to be known as the Washington 
Metropolitan Transit Authority. It is provided that the Authority 
shall be an agency and instrumentality of the District of Columbia. 

The powers of the Authority are vested in a Board of Directors 
consisting of five members who are to be residents of the metropolitan 
area appointed by the District of Columbia Commissioners. Initial 
members are to be appointed for terms of varying length so that a 
vacancy will occur each year. Thereafter all members will be ap- 
pointed for 5-year terms. Compensation of members of the Board 
per meeting will be fixed by the Board but cannot exceed $3,600 for 
each member per year or $5,000 the first year. Members can be re- 
moved by the Commissioners for cause. The Board will elect its 
own Chairman and Vice Chairman. It is anticipated that the Board 
will be composed of business and civic leaders in the area, who will 
serve on a part-time basis much as the directors of a private corpora- 
tion do. In view of the necessity of certain actions being taken imme- 
diately upon the passage of the bill, it is provided that the Board of 
Commissioners can exercise the powers of the Authority pending the 
appointment and qualification of the Board of Direc tors. The Com- 
missioners regard this provision as a necessary safeguard because time 
is of the essence, but I can assure you that it is the intention of the Com- 
missioners to appoint the members of the Board as soon as possible 
after the passage of the bill. 

Mr. Hinsuaw. Mr. Commissioner, may I return to the definitions 
which I have before me. On page 4 of the Harris bill, H. R. 8901, I 
notice that includes in addition to street railways— 
elevated railroads, subways, underground railroads, motor vehicles, trolleys, 
trackless trolley buses, motorbuses, and any combination thereof, or any other 
form of mass passenger transportation. 

Do you mean to include aircraft ? 

Mr. Srencrr. No, sir; I do not think that was the intention. 
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Mr. Hinsuaw. Well, “any other form of mass passenger trans- 
portation” does include aircraft, it includes helicopters. 

Mr. Spencer. Well, certainly that was not the intention, and per- 
haps that definition should be sharpened up a little if there is an am- 
biguity there. 

Mr. HinsHaw. But 1 notice there has been a discussion within the 
New York Port Authority concerning heliports. 

Mr. Spencer. Yes. 

Mr. Hinsuaw. And the construction thereof. And I do not believe 
that they have any authority to operate helicopters. They may have. 
I do not know. I cannot refer here to their charter definition, but is 
it the intention of this Transit Authority to operate such things as 
heliports within the District of Columbia on its own? 

Mr. Srencer. I do not believe it is at this time, sir. It may be as 
time goes on it might be sound to include them. 

Mr. Hinsuaw. I believe the subject ought to be considered as to 
whether it should be excluded or included. 

Mr. Dotiincer. Will the gentleman yield ? 

Mr. Hinsuaw. Yes, I will yield to the gentleman. 

Mr. Dotuirncer. The New York Port Authority operates the Idle- 
wild Airport and all airports in New York. Is that what you have in 
mind ¢ 

Mr. Hinsnaw. It also has heliports ? 

Mr. Dotiincer. Heliports. 

Mr. Hinsnaw. It operates everything? 

Mr. Doiuincer. Yes. 

Mr. Harris. It would be well to keep that in mind, Mr. Commis- 
sioner, as We go along, and we may discuss it later. 

You may proceed with your statement. 

Mr. Spencer. Yes, sir. 


POWERS OF THE AUTHORITY 


Section 5 sets forth the powers of the Authority. It is given power 
to acquire, own, and operate a transportation system or systems in 
the Washington metropolitan area. It is given an exclusive franchise 
to operate in the District of Columbia subject to the rights of exist- 
ing carriers. That is section 26 of the bill. 

The Authority is empowered to operate in the Maryland and Vir- 
ginia areas of the Washington metropolitan area only if authorized to 
do so by the appropriate local authorities. With respect to inter- 
state commerce in the metropolitan area the Authority is given fran- 
chise rights but it shall not commence new operations in competition 
with existing transportation systems. That is section 26. The Inter- 
state Commerce Commission is prohibited from granting new authori- 
zations for transportation of passengers for hire in interstate com- 
merce in the metropolitan area or from extending existing ones which 
would be in competition with the Authority without its consent. That 
is section 26, 

The Authority is given power to fix rates and fares. It is also em- 
powered to borrow money, to sue and be sued, and to enter into various 
types of contracts. 
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ACQUISITION OF PROPERTY 


The Authority is empowered by section 6 of the act to acquire by 
purchase, lease, gift, or otherwise, or by the exercise of the power of 
eminent domain to the extent authorized by the act, or by the law of 
any State, the property of any transportation system within the Wash- 
ingon metropolitan area, including the capital stock of the corporation 
and its employees’ pension or retirement funds, and its licenses and 
franchises. The Authority is also empowered to acquire by purchase, 
lease, gift, or otherwise, or by the exercise of the power of eminent 
domain to the extent authorized by the act, or by the law of any State, 
any other property and rights useful for its purpose, and to sell, lease, 
transfer, or convey any such property or rights which are useful for 
its purposes. The Authority is also given the power to enter into 
contracts and agreements for the joint use of any property and rights 
by the Authority and any public utility, including railroads operating 
within the Washington metropolitan area, and also to enter into con- 
tracts and agreements with the operator of any transportation sys- 
tem within or without the Washington metropolitan area for the use, 
or the joint use, of any property of the Authority or of such transpor- 
tation system, or for the establishment of through routes, joint fares, 
and transfer of passengers upon such terms and conditions as may be 
agreed upon between the Authority and the operator of such other 
transportation system. 

Mr. Hinsuaw. Mr. Commissioner, may we interrupt you at this 
point to talk about the question of jurisdiction. 

The New York Port Authority, which is somewhat akin to this, op- 
erates in the States of New Jersey and New York and is a joint under- 
taking by the States of New Jersey and New York, by compact between 
those States, ratified by the Congress of the United States. 

It seems to me that the question of jursidiction of such an authority 
should be established by compact between the states of Maryland and 
Virginia and the United States, of course, or that question of whether 
it has the right to exercise eminent domain or to operate within these 
other two States may arise when the limitations that are implied in 
this proposed act is thoroughly settled. 

It is quite possible that the form of the act is somewhat in error if 
it does not contain those features. 

Now I suppose that you have had your attorneys go over the situa- 
tion and come to some conclusion on that. Has that been done? 

Mr. Spencer. Yes, sir; I think a good deal of thought has been 
given to that whole question and it was our thinking, much as it is 
yours, that ultimately a compact between Maryland and Virginia and 
the Federal Government will provide an Authority that can operate 
fully in all three parts of the metropolitan area. However, at the pres- 
ent time, the Capital Transit Co. operates almost exclusively in the 
District of Columbia. There may 3 or 4 percent of its operations 
in Maryland. And it was our thinking that at this stage of the situ- 
ation this bill, because of the importance of time, and being ready to 
operate next August, should be set up with the idea that in the first 
instance the Transit Authority would only take over the operations 
that are now being handled by Capital Transit. And I think that this 
bill is drafted in such a way that it would be relatively easy later to 
develop it into a full pledged compact between the three jurisdictions. 
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At the present time it was our thinking that the Authority should be 
given an exclusive franchise in the District of Columbia with grand- 
father rights to other existing competing carriers, and it should be able 
to go into Maryland with the consent of the local Maryland authori- 
ties, so far as intrastate commerce is concerned. 

Now we do hope that a bill will be presented to the Maryland Legis- 
lature at the present session which will enable the authority to be 
self-regulating in Maryland and enable it to operate there just as this 
bill will enable it to operate in the District of Columbia. And we 
would hope that if its operations are extended to Virginia that the 
same thing would be done there. 

Mr. Hinsnaw. Well, I am somewhat confused, because you have 
given the Authority the sole rights and powers to the exclusion of 
the Interstate Commerce Commission, to establish rates and fares and 
charges, I believe, and schedules too. 

Now I think that the States have the right to look to the Interstate 
Commerce Commission and that jurisdiction will be very difficult to 
expunge. Have you discussed that subject ? 

Mr. Spencer. Well, it was our thinking that inasmuch as this Au- 
thority would be a Federal creature created by Congress that it was 
reasonable and proper to have it self-regulating as to fares in inter- 
state commerce. 

The self-regulating features, I think, are accepted in transit au- 
thorities of this kind. 

Mr. Hinsuaw. I believe it is, but the jurisdictional question is an- 
other one. It comes into the question of having a compact between 
the States of Maryland, Virginia, and the District of Columbia. 

Mr. Sprencer. Well, as I indicated, we have in mind that the ulti- 
mate development of this Authority may well be a compact. How- 
ever, it does not seem feasible at this time, to go through all of the 
various steps that are necessary for a full pledged compact between 
now and the commencing of operations in August and it looked to 
us as though this present setup in this bill would take care of what 
was needed ; and offer a foundation upon which a compact could ulti- 
mately be worked out. 

Mr. Hinsnaw. I would have some doubt that you could, in taking 
over the Capital Transit Co., at the same time do away with control 
of the Interstate Commerce Commission over any interstate operations, 
without a compact between the States. 

Mr. Wolverton. 

Mr. Wotverton. Will the gentleman yield ? 

Mr. Htnsuaw. Yes, I will be glad to yield. 

Mr. Wotverton. Do I understand from your answer to Mr. Hin- 
shaw’s questions, that there is no veto power existing in anyone with 
respect to rates that are fixed by this Authority ? 

Mr. Srencer. That there is no power existing in what, sir? I missed 
a word or two of your question. 

Mr. Woxverton. Is there no veto power over the acts of the Author- 
ity in fixing rates ? 

Mr. Srencer. This Authority, as the bill is set up, would have final 
authority to fix fares; yes, sir. 

Mr. Wotvertron. In other words, there would be no opportunity 
of recourse on the part of the people. 

Mr. Spencer. There is no provision in here specifically for a court 
review of the fares that would be fixed by the Authority. 
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Mr. Wotverton. Well, I can speak a little bit from an experience 
under an authority that does not have any veto power over it. And, 
I can tell you that from a public standpoint it has worked out very 
disastrously in permitting the Authority to have entire control over 
the rates. 

Mr. Srencer. What is that Authority, Mr. Wolverton ? 

Mr. Wotverton. That is the Delaware River Joint Authority, a 
Pennsylvania-New Jersey Authority, in which the question of rates 
is left to the Authority, with a possible veto power in the Department 
of the Army. But, in this case, from what you say, there is no one 
that can question the acts of the Authority. I want to say to you that 
with the knowledge I have of the way the Authority works, to which 
I have referred, and, the same thing could be said of the New York 
Port Authority, you should carefully guard against any Authority 
being a law unto itself because otherwise they can run wild. I would 
not want to see the same thing inflicted on the people of the District 
of Columbia as I have seen elsewhere as a result of unrestrained 
power. 

[I think consideration should be given to have somebody or agency 
with veto power, over and beyond this particular Authority, particu- 
larly when it comes to fixing rates which are binding upon the people 
of this great metropolitan district. 

Mr. Srencer. Shall I proceed, Mr. Chairman ? 

Mr. Harris. You may proceed. 


POWER OF 





EMINENT DOMAIN 


Mr. Spencer. By section 7 of the act the Authority is granted the 
power to acquire by eminent domain real property and personal prop- 
erty, tangible or intangible, or any interest therein, situated or having 
a legal situs in the District of Columbia which property is necessary 
for the purposes of the Authority, but the Authority is expressly 
prohibited from acquiring property of a railroad or public utility 
operating transportation facilities extending beyond the boundaries 
of the Washington metropolitan area if such property is required for 
the operation of the transportation facilities of such railroad or public 
utility. 

The proceedings for the acquisition of property by the exercise of 
the power of eminent domain are to be brought in the name of the 
Authority, by counsel for the Authority, and the title to the property 
is to be taken by and in the name of the Authority. Generally speak- 
ing, the proceedings will be prosecuted in accordance with the pro- 
cedure in proceedings instituted and conducted in the name of the 
United States. The act provides for the filing in such proceedings of 
a declaration of taking, which will permit the acquisition of the 
property by the Authority, prior to the judicial ascertainment of the 
compensation to be awarded, upon the deposit in the registry of the 
court of the amount of the estimated compensation. This procedure 
is substantially similar to that now provided in the statutes relating 
to the taking of property by eminent domain by the United States. 


CONTROL AND USE OF PUBLIC WAYS 


Section 8 gives the Authority, where necessary in the construction or 
operation of its transportation system or systems, power to remove or 
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relocate public utility structures and facilities from public ways in 
the District of Columbia provided it pays the cost. It does not have to 
pay for improvements in such facilities or structures incident to 
such removal or relocation. The Authority is given a right, but not 
exclusive of the public right, to use the streets of the “District of 
Columbia for the transportation of passengers for hire. 

Mr. Hinsuaw. I would just like to go back to “control and use of 
public ways” for a minute, because the Authority is a body from whose 
rulings an appeal may not be taken, and their rights to use the public 
streets in the District of Columbia for transportation of passengers 
for hire ought to be subject, in my mind, to the Commissioners of the 
District of ( ‘olumbia, in respect to such things as platforms, loading 
platforms, zones of various kinds, in the use ‘of streets and highwa ays 
of the District of Columbia, just the same as the Capital Transit Co. 
is, and not to be‘empowered to do it as they could. 

Now, if that is contained in the bill all well and good. 

Mr. Spencer. I might refer you, Mr. Hinshaw, to section 23 of the 
bill, on page 48, which states: 

Sec. 23. All of the powers authorized by this Act to be exercised by the Au- 
thority, shall be subject to all statutes and rules and regulations promulgated 
by proper authority relating to the regulation and control of traffic and the 
operation and safety of vehicles. 

Now that, to a certain extent, limits the action of the Authority to 
compliance with the regulations with respect to safety zones, and 
things of that kind. 

Mr. Hrnsuaw. I think we should go into the situation in some detail 
in due course to find out just what author ity is granted to the Author- 
ity and possibly the exclusion of the District Commissioners. 

Mr. Srencer. Shall I proceed, Mr. Chairman ? 

Mr. Harris. You may proceed. 


POWER TO ISSUE BONDS 


Mr. Srencer. Sections 9, 10, and 11. The Authority is given power 
to issue and sell bonds, the principal and interest of which are pay- 
able out of the revenues of the Authority. It is also authorized to 
secure the same by mortgage or pledge of its property or pledge of its 
revenues. It is given power to enter into various covenants in the 
trust agreements securing its bonds in order to secure them adequately 
and make them more marketable. It is also given power to refund its 
bonds. 


EQUIPMENT TRUST CERTIFICATES 


Section 12: The Authority is given power to issue equipment trust 
certificates and make conditional sale agreements or leases in the pur- 
chase of facilities and equipment. 

Funds required to be paid by the Authority under such certificates, 
agreements, and leases are to be payable out of revenues. 


30NDS TO BE OBLIGATIONS OF AUTHORITY ONLY 


Section 13 provides that bonds issued by the Authority shall be 
obligations of the Authority alone and not of the United States or of 
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the District of Columbia or any political subdivision within the Wash- 
ington metropolitan area. Neither the faith and credit nor the taxing 
power of the United States or the District or any such political sub- 
division of the metropolitan area can be pledged to the payment of 
either principal or interest of the bonds. The Authority is not 
authorized to incur any indebtedness on behalf of or payable by the 
United States or the District of Columbia. 


LEGISLATION TO CONSTITUTE CONTRACT 


Section 14 provides that the Congress will not hereafter restrict 
the rights and authority vested in the Authority to acquire and op- 
erate a transportation system or systems and to fix rates and fares 
in such a way as to impair the obligation of the Authority to fulfill 
the terms of any agreements made w vith the bondholders or to impair 
the rights of the bondholders. 

Mr. Htnsuaw. Mr. Commissioner, in that respect, I think again we 
had better take a very careful look into that, and find out what legal 
counsel has to say that that means in its entirety. I am referring to 
section 14, Let us find the broad end as well as the short end, and see 
how far we go. 

Mr. Spencer. Yes, sir. Mr. Mitchell, who has done a great deal 
of the drafting of this bill, is here, and he will be glad to go into any 
of these questions which you desire. Mr. West, our Corporation 
Counsel, also has worked on this. 

Mr. Hinsnaw. I doubt that you can restrict the Congress in the 
way mentioned here. 

Mr. Spencer. We have here, sir, a memorandum of law which we 
have prepared in answer to a question which was raised by Senator 
Morse in the Senate committee with respect to section 14. He asked 
us to look up what precedents there were with respect to a provision 
of this type. I would like to offer this memorandum for the record 
and give copies of it to the members of the committee if the chairman 
so desires. 

Mr. Hinsuaw. We will be glad to have it, Iam sure. 

Mr. Harr. Memorandum on the authorities to restrict the powers 
of future Congresses ? 

Mr. Srencer. It is a memorandum, yes, sir, with respect to section 
14. 

Mr. Harrts. I think you have to read the entire statement in order 
to get the full import of it. That is, as far as the particular reasons. 
The question I would raise, Mr. Commissioner, here, is that such 
authority, is granted regardless of what might happen in the future 
that would make it necessary for the Congress to take some action in 
connection with mass transportation for the District of Columbia. 
This, of course, it seems to me, could be construed that even though the 
Congress might feel that in the best interests of the public something 
else should be done, it could be contended here that it would impair 
the obligation of the Authority to fulfill the terms of any agreement, 
and so forth. 

Therefore, it seems that everyone would be helpless to try to do some- 
thing about it. I wanted to say this right here, that these questions 
that are being raised, as we go along, I hope Mr. Mitchell will keep 
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in mind, so that when he comes to testify, he can give us more detailed 
explanations about it. 

Mr. Hinsuaw. And without further prompting on our part, Mr. 
Chairman. These things go by, and notes can be made by Mr. Mitchell, 
and he can discuss the subject. 

Mr. Harris. Yes. I think we can save time by this procedure, too. 

(The memorandum is as follows :) 


MEMORANDUM IN RE DATA RELATING TO SECTIONS 14 AND 17 oF 8S. 3073, 
ESTABLISHING THE WASHINGTON METROPOLITAN TRANSIT AUTHORITY 


In the course of the February 14 hearing on the subject bill, the Commissioners 
were requested to furnish certain data on sections 14 and 17. 

With respect to section 14, it should be recognized that the purpose of this 
section is to make the obligations of the Transit Authority salable to private 
investors, by assuring them that the United States of America, while the Author- 
ity’s bonds are outstanding, will not act to change the power of the Authority to 
operate its transportation system or systems, or to establish, fix, and collect 
fares, tolls, fees, rentals, and other charges for the use of and transit on such 
system or systems “in such manner as to impair the obligation of the Authority 
to fulfill the terms of any agreements made with the holders of the bonds.” The 
section also provides that the Congress will not in any way impair the rights, 
exemptions, or remedies of the bondholders until the bonds have been paid off. 

To a certain extent, while the section, designed as it is to meet the unusual 
situation resulting from the creation of a privately financed, publicly owned mass 
transportation system for the Washington metropolitan area, is unusual, the 
provisions of this section are not unique. The Tennessee Valley Authority Act 
of May 18, 1933, included a provision which has the same effect as the provisions 
of section 14 of the subject bill. This provision appears in section 29 of the 
TVA Act, and reads as follows: 

“The right to alter, amend, or repeal this Act is hereby expressly declared 
and reserved, but no such amendment or repeal shall operate to impair the obli- 
gation of any contract made by said Corporation under any power conferred by 
this Act” (16 U. 8. C., sec. 831bb ; 48 Stat. 72). 

Inasmuch as under section 10 of the TVA Act, the agency is authorized to enter 
into contracts for the sale of power generated by it for a term not exceeding 20 
years, the provision quoted above indicates that the Congress intended to grant 
the TVA irrevocable authority to enter into contracts for the sale of power for 
a maximum of 20 years. 

While it may not be exactly in point on the question here involved, it is of 
interest to note that the Congress in enacting the act of February 21, 1871 (16 
Stat. 419), creating the Legislative Assembly of the District of Columbia, in- 
cluded a provision in such act providing for the levying of a tax to pay the 
annual interest on the obligations authorized to be issued by the District. With 
reference to such tax, section 14 of the 1871 act in part states— 

“* * * which law providing for the payment of such interest by such tax 
shall be irrepealable until such debt be paid: * * *” 

It would seem, therefore, from the language contained in said section 14, that 
the Congress in 1871 recognized the necessity of assuring persons purchasing the 
obligations of the District of Columbia that their position would remain un- 
changed until such obligations had been paid. 

Section 17 of the bill exempts the Transit Authority from Federal and District 
of Columbia taxes, with the exception of social-security contributions and un- 
employment-compensation taxes. In addition, the section exempts the obligations 
of the Authority from taxation by the United States, the District of Columbia, or 
any State or subdivision thereof. The Commissioners were asked to furnish in- 
formation as to precedents in existing law for such provision. 

Generally speaking, the interest on governmental obligations and the obliga- 
tions of corporations organized under an act of Congress are not subject to Fed- 
eral income tax by reason of the provisions of section 103 of the Internal Revenue 
Code of 1954. This section reads in part as follows: 
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“Sec. 103. Interest on certain governmental obligations: 

“(a) GENERAL RULE.—Gross income does not include interest on— 

“(1) the obligations of a State, a Territory, or a possession of the United 
States, or any political subdivision of any of the foregoing, or of the District 
of Columbia ; 

“(2) the obligations of the United States; or 

“(3) the obligations of a corporation organized under Act of Congress, if 
such corporation is an instrumentality of the United States and if under the 
respective Acts authorizing the issue of the obligations the interest is wholly 
exempt from the taxes imposed by this subtitle. 

“(b) ExcepTion.—Subsection (a) (2) shall not apply to interest on obliga- 
tions of the United States issued after September 1, 1917 (other than postal- 
savings certificates of deposit, to the extent they represent deposits made before 
March 1, 1941), unless under the respective Acts authorizing the issuance thereof 
such interest is wholly exempt from the taxes imposed by this subtitle.” 

The Internal Revenue Code also contains the following provision relating to 
the exemption of a governmental corporation from tax : 

“Sec. 501. Exemption from Tax on Corporations, Certain Trusts, ete. 

“(a) EXEMPTION FrRoM TAXATION.—An organization described in subsection 
(ec) or (d) or section 401 (a) shall be exempt from taxation under this subtitle 
unless such exemption is denied under section 502, 503, or 504. 


* . * - * * * 


“(c¢) List oF ExEMpT OrRGANIZATIONS.—The following organizations are re- 
ferred to in subsection (a) : 

“(1) Corporations organized under Act of Congress, if such Corporations are 
instrumentalities of the United States and if, under such Act, as amended and 
supplemented, such Corporations are exempt from Federal income taxes..* * *” 

A number of Acts of Congress provide for the exemption of agencies from taxa- 
tion by the Federal Government and by State and local governments. By section 
13 of the Tennessee Valley Authority Act of May 18, 1933, “The Corporation, its 
property, franchises and income, are expressly exempted from taxation in any 
manner and form by any State, county, municipality, or any subdivision or dis- 
trict thereof.” In lieu of such taxation, provision is made for the payment of 
au percentage of the gross proceeds derived from the sale of power by the Cor- 
poration. 

Section 10 of the Act of January 22, 1932 (47 Stat. 9), as amended (15 U. S. C. 
sec. 607), creating the Reconstruction Finance Corporation, provides in part: 

“The Corporation, including its franchise, capital, reserves, and surplus, and its 
income shall be exempt from all taxation now or hereafter imposed by the United 
States, by an Territory, dependency, or possession thereof, or by any State, 
county, municipality, or local taxing authority, except that any real property 
of the Corporation shall be subject to special assessments for local improvements 
and shall be subject to State, Territorial, county, municipal, or local taxation 
to the same extent according to its value as other real property is taxed. The 
exemptions provided for in the preceding sentence with respect to taxation (which 
shall, for all purposes, be deemed to include sales, use, storage, and purchase 
taxes) shall be construed to be applicable not only with respect to the Corpora- 
tion but also with respect to any other public corporation which is now or which 
may be hereafter wholly financed and wholly managed by the Corporation. 
Such exemptions shall also be construed to be applicable to loans made, and 
personal property owned by the Corporation or such other corporation * * *.” 

By the provisions of title 12, section 1719, United States Code, the Federal 
National Mortgage Association, its franchise, capital, reserves, surplus, mortgage 
loans, income and stock, are exempt from all taxation imposed by the United 
States, any Territory, State, county, municipality, or local taxing authority, 
except that the real property owned by such Association continues subject to the 
real-estate tax. 

By the provisions of title 12, section 1464 (h), United States Code, the 
franchises, capital, reserves and surplus, and loans and income of the Federal 
Savings and Loan Associations are exempt from most United States taxes, and 
the shares of such Associations are exempt both as to value and income from 
United States, State, or local taxation. Any such associations are, however, 


subject to certain other taxes in like manner as similar institutions of a private 
character. 
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With respect to the exemption of the obligations of any agency of the Federal 
Government from taxation, by the provisions of title 31, section 1744, United 
States Code, Panama Canal bonds are exempt from all United States taxes, and 
all taxation by any State, municipal or local authority. 

Several titles of the National Housing Act contain provisions exempting from 
all taxation (except surtaxes, estate, inheritance, and gift taxes) obligations 
issued under the authority of that Act. These exempting provisions are found 
in title 12, United States Code, sections 1710 (d), 1718 (i), 1739 (d), 1747 (g), 
1748 (f),1750e (d). 

Section 5 of the United States Housing Act of 1937, as amended (42 U. S. C., 
sec. 1405) in part provides that: 

“(e) The administration, including but not limited to its franchise, capital, 
reserves, surplus, loans, income, assets, and property of any kind, shall be exempt 
from all taxation now or hereafter imposed by the United States or by any State, 
county, municipality, or local taxing authority. Obligations, including interest 
thereon, issued by public housing agencies in connection with low-rent housing 
or slum-clearance projects, and the income derived by such agencies in connec- 
tion with low-rent housing or slum-clearance projects, and the income derived 
by such agencies from such projects, shall be exempt from all taxation now or 
hereafter imposed by the United States.” 

The Act of October 27, 1949 (48 U. S. C., sec. 1403), relating to the government 
of the Virgin Islands, provides in part as follows: 

“To construct, improve, extend, better, repair, reconstruct, acquire, and op- 
erate any and all types of public works which shall include, but not be limited 
to, streets, bridges, wharves, and harbor facilities, sewers, and sewage-disposal 
plants, municipal buildings, schools, libraries, gymnasia and athletic fields, 
firehouses, electric distribution systems or other work pertaining to electric sys- 
tems, and other public utilities, including those owned or operated by the Saint 
Thomas Power Authority, or to clear slums, accomplish urban redevelopment 
or provide low-rent housing, negotiable general obligation bonds and other obli- 
gations may be issued by the government of the Virgin Islands or any munici- 
pality thereof: * * *” 

The Act also provides that: 

“All bonds issued by the government of the Virgin Islands or any munici- 
pality thereof, including specifically interest thereon, shall be exempt from taxa- 
tion by the Government of the United States, or by the government of the Virgin 
Islands or any political subdivision thereof, or by any State, Territory, or pos- 
session or by any political subdivision of any State, Territory, or possession, or 
by the District of Columbia. 

The Act approved August 26, 1937, relating to the government of Puerto Rico 
(50 Stat. 844, ch. 881; 48 U.S.C., sec. 745) contains the following provision : 

“* * * and all bonds issued by the government of Puerto Rico, or by its au- 
thority, shall be exempt from taxation by the Government of the United States, 
or by the government of Puerto Rico or of any political or municipal subdivision 
thereof, or by any State, Territory, or possession, or by any county, municipality, 
or other municipal subdivision of any State, Territory, or possession of the United 
States, or by the District of Columbia. * * *” 

The Massachusetts act of June 19, 1947, creating the Boston Metropolitan 
Transit Authority contains two provisions relating to the taxation by the State 
of the obligations of such authority. Section 7 of such act provides: 

“* * * Said bonds of the authority, both as to income and principal, are hereby 
made exempt from all taxes levied under authority of the Commonwealth while 
held by the district and shall contain a recital to such effect. Said bonds of the 
authority shall not be disposed of by the district without authority of the general 
court. *\'* *” 

Section 22 of such act, relating to the financing of the purchase of equipment 
by the authority, contains a similar provision relating to any bonds or notes is- 
sued in connection with such purchase. This section reads in part as follows: 

“* * * Said bonds or notes of the authority, both as to income and principal, 
are hereby made exempt from all taxes levied under authority of the Common- 
wealth while held by the district and shall contain a recital to such effect. Said 
bonds or notes of the authority shall not be disposed of by the district without 
authorization of the general court. * * *” 

Presumably, although the Massachusetts act is silent on this point, the bonds 
or notes of the Boston authority would be subject to State taxation if they were 
held by others than the district specified in the Massachusetts act. 
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Mr. Srencer. We also have one other brief memorandum, entitled, 
“Memorandum on Powers of Congress To Impair Obligations of Its 
Contracts,” Mr. Chairman, which I would also like to put into the 
record. 

This also bears on the same question. 

Mr. Harris. It may also be received. 

(‘The memorandum is as follows :) 


MEMORANDUM ON POWER OF CONGRESS TO IMPAIR OBLIGATIONS OF ITS CONTRACTS 


Congress, by the War Risk Insurance Act, authorized the Bureau of War Risk 
Insurance to issue policies of yearly renewable term insurance. By the Economy 
Act of 1933 Congress repealed “all laws granting or pertaining to yearly renew- 
able term insurance.” In the case of Lynch vy. United States (292 U. 8S. 571), 
the validity of this repeal was questioned. The Court, in holding the repeal to 
be unconstitutional said, at page 579: 

“Second. The fifth amendment commands that property be not taken without 
making just compensation. Valid contracts are property, whether the obligor 
be a private individual, a municipality, a State or the United States. Rights 
against the United States arising out of a contract with it are protected by 
the fifth amendment (United States vy. oe aver R. Co. (118 U. S. 235, 238) ; 
United States v. Northern Pacific Ry. Co. (256 U. 8S. 51, 64, 67)). When the 
United States enters into contract canueieniie its sights and duties therein are 
governed generally by the law applicable to contracts between private in- 
dividuals. That the contracts of war-risk insurance were valid when made is not 
questioned. As Congress had the power to authorize the Bureau of War Risk 
Insurance to issue them, the due process clause prohibits the United States from 
annulling them, unless, indeed, the action taken falls within the Federal police 
power or some other paramount power.” 


and, at page 580: 


“* * * No doubt there was in March 1933, great need of economy. In the 
administration of all Government business economy had become urgent because 
of lessened revenues and the heavy obligations to be issued in the hope of re- 
lieving widespread distress. Congress was free to reduce gratuities deemed ex- 
cessive. But Congress was without power to reduce expenditures by abrogating 
contractual obligations of the United States. To abrogate contracts, in the at- 
tempt to lessen Government expenditure, would be not the practice of economy, 
but an act of repudiation. ‘The United States are as much bound by their con- 
tracts as are individuals. If they repudiate their obligations, it is as much 
repudiation, with all the wrong and reproach that term implies, as it would 
be if the repudiator had been a State or a municipality or a citizen’? (Sinking- 
Fund cases, 99 U, 8S. 700, 719).” 

In the case of United States v. Central Pacific R. R. Co. (118 U. 8S. 235), the 
Court said : 

“These sections, taken together, constitute the contract between the United 
States and the appellee (U. 8. we Union Pacific R. R. Co., 91 U. 8. 72 [Bk 23, L. ed. 
224]; Sinking Fund cases, 99 U.S. 700, 718 [Bk. 25, L. ed. 496] ; Union Pacific R. R. 
Co. v. U. 8. 104 U. S. 662 [Bk. 96, L. ed. 884]). This contract is binding on the 
United States, and it cannot without the consent of the company, change its 
terms by any subsequent legislation. Sinking Fund cases, ubi supra.” 


Mr. Srencer. Bonds legal investments. Section 15 provides that 
the bonds of the Authority shall be legal investments for insurance 
companies and executors, trustees, and other fiduciaries within the 
District of Columbia, but that such companies and persons shall not be 
relieved of their duty of exercising reasonable care in selecting se- 
curities for purchase or investment. 

Remedies of bondholders. Section 16 provides that, subject to 
limitations in the trust indenture or resolution authorizing the bonds, 
bondholders may bring legal actions to protect their rights. It further 
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provides that in the event of a default by the Authority on its bonds, 
the trustee may have a receiver appointed to operate and maintain the 
transportation system. Such receiver shall not have authority to dis- 
pose of any assets of the Authority except as might be permitted under 
the trust agreement securing the bonds. The United States District 
Court for the District of Columbia is given jurisdiction of any suit in 
which the appointment of a receiver is requested. 

Tax exemption and public services. Section 17, the Authority is ex- 
empted from Federal and District of Columbia taxes except for social 
security contributions and unemployment compensation taxes. It is, 
however, required to make a payment to the District of Columbia in 
lieu of taxes on motor vehicle fuel in an amount equal to such tax if it 
were payable by the Authority, provided that such payment is earned. 

Obligations of the Authority are exempted from taxation by the 
United States, the District of Columbia, or any State or subdivision 
thereof. 

The Authority may agree with the District of Columbia to pay the 
District for any special services furnished by the District to the 
Authority. 

Mr. Hinsuaw. Mr. Commissioner, that is a very peculiar statement 
that has been made in the first paragraph under section 17: 

It is, however, required to make a payment to the District of Columbia in lieu 
of taxes on motor vehicle fuel in an amount equal to such tax if it were payable 
by the Authority, provided that such payment is earned. 

Is any provision made to determine whether they have earned it or 
not ? 

Mr. Srencer. There is a provision in there with reference to the 
accounting setup. It is on the bottom of page 36, and the top of page 
37 of the bill, Mr. Congressman. 

Mr. Hinsuaw. It often becomes a question of whether or not a corpo- 
ration has earned certain moneys, or an authority, I presume, in this 
case, but that is a matter of determination by accountants in accord- 
ance with the best practices known in that particular branch of 
industry. 

Mr. Srencer. That particular branch of what? 

Mr. Hinsnaw. Of the industry. 

Mr. Spencer. Yes, sir. There is a provision in there that the pay- 
ment will be made only to the extent that revenues in each fiscal year 
shall be sufficient to make such payment in whole or in part, after pay- 
ment or provision has been made for all operating and maintenance ex- 
penses, taxes, if any, interest and principal, and sinking fund pay- 
ments on all fixed interest obligations, adequate provision for deprecia- 
tion and provision for such other payments and establishment of such 
reserves as are required under any resolution of the board authorizing 
the issuance of bonds or trust agreements securing the same or contact 
of the Authority. 

Mr. Hinsnaw. The Authority is also, I take it, subject to suit? 

Mr. Spencer. Yes, sir. 
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Mr. Hinsuaw. And if the Authority is subject to suit, provision 
must be made for the payment of any damages levied by any particular 
court that has jurisdiction. 

Mr. Spencer. Some provision would have to be made. 

Mr. Hinsuaw. That is not included according to the way I heard 
you read it. 

Mr. Spencer. Well, there is a general provision, “and provision for 
such other payments and the establishment of such reserves as are 
required under any resolution of the board authorizing the interest 
of bonds or trust agreements securing the same.” 

Mr. HinsHaw. That is very backhanded. The board has to au- 
thorize by resolution. 

Mr. Srencer. They tell me that is considered as an operating ex- 
pense, Mr. Congressman. 

Mr. Dotiiver. I am particularly interested, Mr. Commissioner, in 
the provision with respect to taxes on the proposed Authority. Let 
us go back a little. What, approximately, is the present tax taken from 
the District on the existing transit company ? 

Mr. Spencer. Mr. Congressman, as item No. 6 in these papers, which 
I think were given to you, there is a statement of taxes which have 
been paid by the ( ‘apital Transit Co, over the past 10 years, breaking 
them down into the various individual taxes. You can see on that 

tatement, if you have it there, for 1955, the total District of Columbia 
taxes paid by the company were $939,000. For 1954, they were 
$1,105,000, For 1953, they were $1,222,000. With respect to Federal 
taxes, they have not as yet worked out the 1955 Federal income tax, 
and there was some kind of adjustment in 1954 so they had a credit. 
But earlier than that, you will notice that the Federal income tax 
ran for 1953, $946,000. In 1952, it was $1,182,000. 

Mr. Dorriver. If I have the same paper as you do, and I think I 
do, in the year 1955, the total Federal taxes were $288,808, is that 
correct? The total District of Columbia taxes in 1955 were $939,912 ? 

Mr. Spencer. That is right. 

Mr. Dottiver. In one case the Federal tax increased substantially 
from the previous year, and the District of Columbia tax increased 
somewhat, is that correct, for 1954 ? 

In order to get the figures in the record; for 1954, the total Federal 
taxes were $144,377 as opposed to the total Federal tax for 1955 of 
$288,808, or almost double in 1955. In the preceding year, 1953, the 
Federal taxes were $1,202,593, the total Federal taxes from the Capital 
Transit Co. 

Mr. Spencer. Mr. Chairman, I would like to offer that statement on 
the taxes of the Capital Transit Co. for the record. 

Mr. Harris. It may be received. 

(The information is as follows:) 
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Mr. Douuiver. It is very apparent from this statement showing the 
S al taxes in excess of $11 million over the past 10 years from the 

Capital Transit Co. to the District of Columbia, and total Federal 
taxes of over $10 million over the last 10 years, that this proposal you 
are making of tax exemption is going to deplete the revenues of the 
District of Columbia ver y ser iously, is that not true? 

Mr. Spencer. It will deplete them some, Mr. C ongressman. I do 
not know how serious it will be. It will depend on the earnings of 
this Authority. You will notice that the gasoline tax of the ( Capital 
Transit Co. has run in the neighborhood “of $400,000 a year. It is 
one of the large taxes which C apital Transit pays. 

Under this provision in the bill, the Authority would pay the gaso- 
line or motor vehicle fuel tax, or at least it would pay in leu of that an 
amount equal to that if earned. If this were an all-bus operation, 
which we contemplate, the amount of that would be increased quite 
substantially. It might be almost doubled. So that if earned, it looks 
as though the Authority would be paying in the neighborhood of 
$700,000 or $800,000 to the District as against $1 million or $1.1 mil- 
lion at the present time. Of course, there is that contingency about it 
having to be earned. 

Mr. Dottaver. Of course, under this proposed bill, you exempt the 
proposed Authority from the gross receipts tax, the bus license tax, 
the bus mileage tax, the real estate tax, the special franchise tax, mis- 
cellaneous tax, the District of Columbia income tax, do you not ? 

Mr. Spencer. That is correct; yes, sir. 

Mr. Dotiiver. In 1955 that amounted to in excess of a half million 
dollars. 

Mr. Spencer. There is one other little point there, and that is the 
gross receipts tax applies to streetcar operation, so that if this were 
an all-bus operation, that would not be applicable. 

Mr. Dotutver. Of course, it would not be applicable, but it would 
not produce the revenue either, would it ? 

Mr. Spencer. No, it is exempted. 

Mr. Dotitver. What measures or what is the thinking of the Com- 
missioners with respect to the replacing of this revenue which is going 
out the window under this Authority? Are you going to come to the 
Congress and ask for that ? 

Mr. Spencer. We simply feel that in order to get an efficient and 
stable transit system operating in the District, it will be necessary to 
make some tax concessions to it. I think that that has been done in a 
number of other places. The transit industry is just less prosperous 
than it used to be because of the vast number of automobiles that people 
now have. I think in order to perform this essential public service, 
some concessions have to be made. 

Mr. Dotuiver. Did you ever make such concessions to the Capital 
Transit Co. ? 

Mr. Spencer. We had them under consideration, and I think that 
we indicated last summer that if this thing could be worked out, we 
would probably be ready to relieve them, or at least recommend that 
the Congress relieve them of the gross receipts tax. 

We did also make a recommendation whic h was passed by the Con- 
gress which permitted an increase in the fares charged to school chil- 
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dren. So we have been ready and have felt that it was necessary to 
make certain concessions from what had existed in the past. 

Mr. Dottiver. I think that is all. Thank you, Mr. Hinshaw. 

Mr. Hinsuaw. I think bringing the fact out is a very important 
thing at this time, because the District of Columbia financing is ob- 
viously something that the Appropriations Committee of the House 
has to worry about. 

Mr. Harris. They are working on a tax revenue bill right now, and 
expect to bring it out soon. 

Mr. Hinsuaw. That is in the District Committee. They would 
lave to replace this tax money in the District of Columbia from some 
other source, 

Mr, Fiynvr. Will you yield to me at that point ? 

Mr. HinsHaw. Yes. 

Mr. Fiynr. Mr. Spencer, would you, as a District Commissioner, 
be willing to make the same tax concession to a private operator that 
you have suggested and proposed for the Authority ? 

Mr. Spencer. Yes, sir; we would. 

Mr. Fiynr. Have you ever done so? 

Mr. Spencer. We have not had an opportunity to do so. But we 
have indicated to the prospective private operators that we would be 
prepared to make substantially these tax concessions to them, yes sir. 

Mr. Dotiincer. Would you yield? 

Mr. Hinsuaw. Yes. 

Mr. Dotirncer. Has the Commission thought what the Authority 
would charge for the service they would render to these passengers 
that would use the transportation? I am speaking of the people in the 
District. What would the fare be? 

Mr. Srencer. I did not get the question, sir. 

Mr. Dotuincer. I am trying to find out what the fare would be. 
Have you contemplated what to charge the riding public for the use 
of the facilities ? 

Mr. Srencer. Whether the fares would have to be increased ? 

Mr. Dottrver. Have you thought of what it would be at this point? 

Mr. Spencer. We have had some studies made with respect to the 
whole operation of this proposed company as to what its expenses 
would be and what its prospective revenue would be and so on. 

Mr. Dotiincer. What would you charge ! 

Mr. Spencer. I would say it is our general thinking that the present 
fare structure or something comparable to it would be continued. 

Mr. Dotirncer. When you say something comparable to it, would 
it be up or down ? 

Mr. Srencer. We do not contemplate increasing the fares. 

Mr. Dotiincer. Do you think they would make a profit on the 
fare? 

Mr. Spencer. That they would make a what ? 

Mr. Dotxiincer. A profit, so that they could carry the operating 
cost. 

Mr. Spencer. It is our feeling that they should do well enough to 
be able to make this payment in lieu of taxes to the District of Co- 
lumbia, as nearly as we can estimate the situation now, under the 
present fare structure, : 

Mr. Doxturncer. And that would be because of a tax concession ? 

Mr. Spencer. It would be what ? 
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Mr. Doturncer. It would be because of a tax concession ? 
Mr. Spencer. Well, there would be some tax concession. They 
would be freed from the Federal income tax, and they would be freed 
from these other District taxes which have been outlined. 

Mr. Do.tuincer. That is all. 

Mr. Harris. You may proceed, Mr. Commissioner. 


FUNDS AND FINANCIAL TRANSACTIONS OF THE AUTHORITY 


Mr. Spencer. Section 18 provides that funds received by the Au- 
thority shall be considered trust funds to be held and applied solely 
as provided in the act. The Authority is not made subject to audit or 
review by the Comptroller General of the United States, but in lieu 
thereof is directed to employ a certified public accountant to perform 
audits and prepare an annual fiscal report to be submitted to the 
Congress with the annual report of the Authority. 


SERVICE AND RATES 


Section 19 provides that the Authority shall have full power with- 
out regard to any other Federal or District of Columbia law, to deter- 
mine schedules, routings and conditions of service. This power is 
subject, however, to vehicle and traffic laws and regulations (section 
23). The Authority also is given power to fix, alter, charge, and col- 
lect all fares and rates without cbeididing the consent of any other 
agency of the District of Columbia or of the United States. For 
operations in Maryland and Virginia, the Authority does not have 
power to fix rates and fares except as authorized by proper authori- 
ties in those States. 

The Authority is given power to provide for free transportation to 
local firemen and policemen and its own employees under certain con- 
ditions. No other free transportation is permitted except pursuant to 
authority granted by proper Maryland and Virginia authorities for 
transportation in those parts of the metropolitan area. 

Mr. Hinsuaw. Mr. Commissioner, that was the subject I brought 
up a moment ago. We referred then to section 23. Section 23 seems 
to exclude the District Commissioners from certain functions which 
they have carried along regularly in reference to traffic and traffic con- 
ditions throughout the District. I am wondering whether or not this 
section and section 23 would take any of that power or authority from 
the Commissioners that they now have. 

Mr. Spencer. At the present time, Mr. Congressman, the so-called 
Joint Board, which consists of the Board of Commissioners and the 
members of the Public Utilities Commission, has authority with re- 
spect to fixing routings of the Capital Transit Co. and other transit 
companies that are regulated by the PUC. Also they have power to 
set. up bus stops and streetcar platforms and that kind of thing. 

Under this act, those powers would be vested in this Authority, and 
would be taken away from the Board of Commissioners. It was our 
feeling, however, that these members of this Authority would be re- 
sponsible government officials, and that they would be able and quali- 
fied to make those decisions. The Authority is subject to all traffic 
regulations. 

Mr. Hinsuaw. Yes; I know. But the thing about it is that you are 
placing an Authority one step removed from the District Commis- 
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sioners, without giving the Commissioners any authority or responsi- 
bility for the things they may do. Where have the people a right to 
come and complain and be heard ? 

Mr. Spencer. They would have a right to complain to the Authority 
itself. ; 

Mr. Hinsnaw. And what recourse is there? If a decision is made 
by the Authority, even over and above and against the District Com: 
missioners, there seems to be no authority left in the District Com- 
missioners to veto or repeal or otherwise change an act of the 
Authority. 

Mr. Srencer. That is true. There is no power left in the Commis- 
sioners to change those matters. But it was our feeling that these 
public officials would be sufficiently responsible so that they probably 
would be as well able to make these decisions as the Joint Board 
now is. 

Mr. Hinsuaw. I think that is a matter of consideration, Mr, Chair- 
man. 

Mr. Wotverton. Will the gentleman yield? 

Mr. Hinsuaw. Yes, sir. 

Mr. Wotverton. What gives you the idea that the Authority should 
be free and clear of any restriction, with no right of appeal on the 
part of an aggrieved party? The public utilities commissions of our 
several States are all subject to this appeal in their activities. They 
are men of high caliber, the same as you would expect to have on this 
Authority. What is there in an Authority setup that gives additional 
virtue because of membership on the Authority ¢ 

Mr. Spencer. Well, I don’t know that there is anything that gives 
it any additional virtue, Mr. Congressman. It was our basic thinking 
in this whole thing that we would follow the precedents of these other 
transit authorities which have been attempted to be set up so that they 
would be a little more flexible and free from the cumbersome govern- 
mental operations which are customary with respect to regulatory 
bodies. The idea is that through freeing them from some of those re- 
strictions, it would be possible for them to be financially self-support- 
ing and to operate with the flexibility that more nearly approaches 
that of a private business. Unless they are freed from a lot of re- 
strictions that go along with Government operations in the usual course 
of events, I don’t think you can finance them privately. I think that 
then you get into a situation where they have to be financed through 
Government funds. A lot of the provisions in here had that general 
concept behind them, that we wanted to set up a body that would be 
able to operate as nearly as possible, and as nearly as consistent with 
the public interest with the flexibilty of a private operation. 

Mr. Woxverton. I have never realized that it is necessary to have 
flexibility of the kind that is provided for in this bill in order to be 
able to finance the operation of a transit company. The Public Service 
Electric & Gas Company of New Jersey has been able to finance itself 
and it is subject to public utility rules and regulations. Why would 
this proposed Authority require freedom from regulation to produce 
a flexibility so as to enable it to attract capital? Would the situation 
here be any different than it is in the State of New Jersey / 

Mr. Spencer. Well, the transit business, I think, is somewhat differ- 
ent from the gas business, and the electric power business, in that it 
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has been declining in recent years. It is more difficult to attract capital 
to the transit business at this time than it would be to a power company 
or a gas company. 

__Mr. Wotverton. I do not want to take up any additional time, but 
if you had had the same experience and knowledge of how some of 
these authorities work that have come directly under my attention, 
and in proceedings in which I have participated, I doubt if you would 
have as high a regard as you evidently have for them, or, the opinion 
that they will be of a character that they will not need any restrictions 
or controls, and that they should be left entirely to themselves. In 
New Jersey we proceeded on that theory in adopting our existing 
authorities and we have found that it can work to the detriment of 
the people. 

I will not take the time to illustrate it by giving you the experiences 
that we have had. 

Mr. Hinsuaw. Mr. Chairman, to continue very briefly, the Author- 
ity would have to look to the Interstate Commerce Commission and 
the authorities of the States of Maryland and Virginia for the rates 
and fares to be charged in those States, would it not, under this sec- 
tion 19% 

Mr. Sprencer. It would have to look to the Public Service Com- 
mission of Virginia, and Maryland, for rates to be charged on intra- 
state operations unless there were statutory provisions passed by those 
States to free the Authority from that regulation. 

With respect to the interstate operations, the way the bill is drafted, 
the Authority would fix its own fares for interstate operations. It 
would be a Federal instrumentality created by the Congress, and it 
was our thinking that in interstate operations as well as in the District 
of Columbia operations, it could properly, by the Congress, be made 
self-regulating. 

Mr. Hinsuaw. I do not want to enter into a discussion of that at 
this time, but I think it is subject to very careful thought on the part 
of this committee and the Commissioners, because it is quite possible 
that they could set a fare, an interstate fare, between Maryland and 
the District or between Virginia and the District, which would be 
lower than the fare which was charged within those States alone, if 
they had the authority. 

Mr. Srencer. Yes, sir; I think it is possible. I think they could 
do that under this bill. 

Mr. Hinsuaw. If they came under the Interstate Commerce Com- 
mission, however, they certainly could not do so, could they ‘ 

Mr. Spencer. I do not think they could; no, sir. 

Mr. Sprincer. Would the gentleman yield for a question there ? 

Mr. Hinsuaw. Yes. ; 

Mr. Sprincer. Referring back to Mr. Dollinger’s question, you are 
anticipating that the fares would remain relatively the same, providing 
you got this tax concession ? 

Mr. Hrnsuaw. Yes, sir; that is correct. 

Mr. Sprtncer. Have you made a survey of other cities which have 
gone to transit authorities as to what happened to fares in those cities? 

Mr. Srencer. I have not personally, but I think Public Utilities 
Commission has. I think Mr. Cleave, who has been working with 
us on this, is quite familiar with that in the case of the Chicago Author- 
ity. 
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Mr. Sprincer. Has it not been generally true that rates have gone 
up: 
Mr. Spencer. I think that has been generally true regardless of 
whether you are talking about authorities, private companies, or any 
other form of transit operation in the last 10 years. I think rates 
have gone up just as everything else has. 

Mr, Springer. Are you familiar with the Detroit Authority ? 

Mr. Spencer. No, I cannot say that I am. 

Mr. Springer. The attorney who proposed that for the city of De- 
troit appeared before this committee last year. He was the advocate 
of what you are today, sitting in your position. He said there would 
be no increases or moderate increases. Actually, in the city of De- 
troit, the rates have gone up sharply. 

Mr. Spencer. Well, I don’t know. 

Mr. Sprincer. Isn’t that true also in Cleveland ? 

Mr. Spencer. Mr. Congressman, Mr. Donald Hyde, the general 
manager of the Cleveland Transit Authority, is here and will testify 
a little bit later. I think perhaps your question could best be ad- 
dressed to him. 

Mr. Sperincer. Thank you, Mr. Hinshaw. 

Mr. Hinsnaw. I vield to Mr. Hale. 

Mr. Hatz. What puzzles me, Mr. Spencer, is why the bill exempts 
them from any regulation in the District of Columbia or under the 
ICC but leaves them under the regulatory jurisdiction of Maryland 
and Virginia. 

Mr. Spencer. I don’t think Congress has authority, really, to ex- 
empt this Authority from the jurisdiction of Maryland and Virginia 
without the consent of those States. I think there would have to be 
local action to permit that. 

Mr. Hinsnaw. I think, Mr. Chairman, that if this were set up as 
a purely United States Authority, we could do nearly anything. But 
setting it up as a District of Columbia Authority is another thing. 
TI suppose that subject has been gone into rather thoroughly by your 
yee Mr. Spencer, and they have decided against a United States 
Authority ¢ 

Mr. Spencer. Well, it was decided, I think, ultimately by our own 
Commission, that this would be a District agency, rather than a Fed- 
eral agency. There are certainly two sides to that. 

Mr. Hater. That certainly is a very basic question whether it ought 
to he a Tnited States Authority or a District of Columbia Authority. 

Mr. Spencer. We came to the conclusion that it should be a Dis- 
trict of Columbia Authority. We discussed that question with some 
of the Federal people, and they had the feeling that it was better to set 
itun as local District of Columbia matter, too. 

Mr. Hrysnaw. Mr. Chairman, I believe we ought to have those 
arguments before the committee, and I think we ought to have a brief 
for and against. 

Mr. Harets. It is the intention to have Mr. Mitchell, who is an ex- 
perienced lawver in this field, so Iam fold, testify before the com- 
mittee. As I indicated a moment ago, I hope he or someone else may 
give fuller explanations about these problems. I do not want to imvly 
at all. however, that Mr. Spencer is not a good lawyer. IT know that 
is his business. 
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Mr. Sprencer. Mr. Chairman, Mr. Mitchell is far more familiar 
with the details of this bill than I am. 

Mr. Harris. All right. We will hear from him later on. 

Mr. Hinsuaw. That is one of the subjects he will discuss? 

Mr. Harris. Yes. 

Mr. Hinsuaw. Very good. 


PERSON NEL 


Mr. Spencer. Section 20, relating to personnel, establishes a per- 
sonnel system for the Authority which would be separate and distinct 
from the Federal civil-service system and the personnel systems gov- 
erning employment in the District government. On the theory that 
the Authority should be operated as nearly like a privately owned 
transportation system as government ownership will permit, this sec- 
tion generally excepts the employees of the Authority from the ap- 
plication of certain laws to which other District employees would be 
subject. For reasons which I will explain later, however, the Author- 
ity employees in some instances would be subject to certain laws to 
which their fellow District employees are also subject, while in other 
instances the Authority employees would be subject to laws not ap- 
plicable to other District employees. 

I might note at this point that subsections (c), (d), and (e) of sec- 
tion 20 are expressly designed to facilitate the administration of the 
Authority’s personnel system, by indicating those laws to which the 
Authority’s personnel are subject; and those laws not applicable to 
the members of the Board, as distinct from the officers and employees 
of the Authority. Any laws relating to the administration of per- 
sonnel not listed in these three subsections would not be applicable to 
the Authority. 

Subsection (a) of section 20 is patterned generally after the provi- 
sions in statutes relating to various Federal departments and agencies. 
This subsection directs the Board to organize a personnel system, and 
to take such personnel actions as may be necessary in connection there- 
with. It is expressly provided that personnel actions shall be taken 
without regard to political, religious, or racial considerations. The 
Board, among other things, is directed to establish an employee griev- 
ance procedure, and to establish leave, welfare, and pension privileges. 
The reference to “pension privileges” in subsection (a), together with 
the authority contained in section 6(a)— 
to acquire * * * employees’ pension or retirement funds * * * of any trans- 
portation system within the Washington metropolitan area— 
is intended to give the Board wide latitude with respect to pension 
matters, so that the Board may, if it sees fit (1) assume the obligation 
of the Capital Transit or other companies under existing Capital 
Transit or other pension plans, or (2) it may allow former employees 
of any transportation system which may be acquired by the Author- 
ity, to transfer to any pension plan which may be established by the 
Authority their equities in the pension plans in which they had there- 
tofore participated, or (3) take such other action with respect to pen- 
sions, as the Board, in its discretion, may determine. 

Subsection (b) protects the reemployment rights of an employee of 
any transportation system which might be acquired by the Transit 
Authority while such employee is serving in the Armed Forces of the 
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United States, and is designed to eliminate any question as to whether 
any such employee has such reemployment rights insofar as the 
Authority is concerned. 

Subsection (c) lists laws to which officers and employees of the 
Authority, and the members of the Board, shall be subject, notwith- 
standing any other provision of law, except as may otherwise be pro- 
vided elsewhere in section 20. The numbered clauses in this sub- 
section contain : 

(1) A provision making the Universal Military Training and Serv- 
ice Act and its related statutes, affecting the reemployment rights of 
persons entering the Armed Forces, effective as against the Authority, 
even though the Authority would not be a successor in interest to the 
Capital Transit Co. against which an employee’s reemployment rights 
uncer these laws could. legally be exercised. 

(2), and ciauses (7), (8) and (9), make the Authority’s employees 
subject to laws which presently apply to employees of the Capital 
Transit Co. These laws are title II of the Social Security Act: the 
Federal Insurance Contributions Act; the Longshoremen’s and Har- 
bor Workers’ Compensation Act; the District Unemployment Com- 
pensation Act; and the Federal Unemployment Tax Act. 

(3), (4), (5). The officers and employees of the Authority (but 
not the members of the board because of the exception in subsection 

(e)), are subject to the limitations imposed by the so-called double 
compensation and dual employment acts, as well as the limitation on 
the amount of retired pay which may be received by any such officer 
or employee. However, the members of the Board have been excepted 
by subsection (e) from any such limitations in order to allow qualified 
persons to be appointed to the board who might otherwise not be willing 
to accept such appointment because of the restrictions imposed by the 
provisions of law listed in clauses 3, 4 and 5. 

(6) The Hatch Act is made applicable to the officers and employees 
of the Authority, and to the members of the Board, so as to place 
them on the same nonpolitical basis as obtains with respect to the 
officers and employees of the government of the District of Columbia, 
with the exception of the Commissioners themselves. 

(10) The provisions of Public Law 330 of the 84th Congress, relat- 
ing, among other things, to a prohibition against strikes by Govern- 
ment employees, are in substance applicable to District employees 
through Appropriation Acts. These provisions are made applicable 
to the employees of the District by this act, and, in order to place the 
employees of the District on the same footing, the provisions of this 
law are likewise made applicable to Authority employees. 

Subsection (d) lists a number of laws not applicable to the offi- 
cers and employees of the Authority, and the members of the Board. 
Generally speaking, the provisions of law listed in this subsection 
are made inapplicable in keeping with the general intent of giving 
the Authority maximum administrative independence and flexibility 
in personnel matters, consistent with the public interest. 

Subsection (e) to a certain extent qualifies subsection (c) and ex- 
pressly exempts the members of the Board from three provisions of 
law relating to the payment of double salaries, limiting the amount 
of compensation which may be received by a person who also receives 
retirement pay, and dual employment. The Board members are ex- 
cepted from the application of these provisions of law on the theory 
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they will meet only when necessary to determine policy, and that a dis- 
tinction should be made between a policy-determining unit which meets 
occasionally, and the day-to-day administrative and operating units 
of the Authority. Accordingly, in order to have the widest possible 
choice of persons possessing outstanding qualifications, the limitations 
contained in these provisions of law are made inapplicable to the mem- 
bers of the Board. 

Subsection (f), in paragraph numbered (1), amends the District of 
Columbia Unemployment Compensation Act in such manner as to 
make the Authority a “covered employer” within the meaning of the 
act, so that the Authority will be required to make the same contribu- 
tions to the unemployment fund as would a private employer. Para- 
gr aph numbered (2) of this subsection amends the Federal Unemploy- 
ment Tax Act in such a manner as to include within the meaning of 
“employment” as used in such act service in the employ of the Au- 
thority, thereby making the Authority subject to tax imposed by the 
Federal Unemployment Tax Act. 

Finally, subsection (g) of section 20 empowers the Authority to 
borrow personnel from the United States or the District of Columbia. 
In the initial stages of organization it might be desirable for the Au- 
thority to have the services of qualified persons working for either of 
these Governments. This subsection would permit the Authority to 
borrow, and the United States or the District to lend, the services of 
any such person on a reimbursable basis, with any such reimbursement 
being credited to the appropriation from which the salary of such per- 
son is paid. 

Mr. Chairman, I have here a memorandum regarding the personnel 
practices of certain Federal agencies, with particular reference to the 
fixing of wages, collective bargaining, and the arbitration of labor dis- 
putes. It is marked No. 7 in the papers which have been given to 
the members of the committee. I would like it made part of the record. 

Mr. Harris. It may be received. 

(The memorandum is as follows :) 


MEMORANDUM IN RE PERSONNEL PRACTICES OF CERTAIN FEDERAL AGENCIES WITH 
PARTICULAR REFERENCE TO THE FIXING OF WAGES, COLLECTIVE BARGAINING, AND 
THE ARBITRATION OF LABOR DISPUTES 


This memorandum contains studies (hereto attached) of the prevailing prac- 
tice in the Department of the Interior (Bureau of Reclamation, Bonneville Power 
Administration, and the Alaska Railroad), the Tennessee Valley Authority, the 
Atomic Energy Commission, and the Panama Canal Company, with reference 
to the fixing of wages, collective bargaining, and the arbitration of labor disputes. 

Examination of the practices of these agencies of the Federal Government indi- 
cates that there is no provision in existing law specifically requiring or specifi- 
cally authorizing these agencies (or in fact, any agency of the Federal Govern- 
ment) to bargain or negotiate collectively, or to submit to arbitration which would 
be binding on the agency. Such collective bargaining or negotiation as is pres- 
ently engaged in is the result of an administrative decision or policy, established 
under the authority of general language in an Act of Congress applicable to the 
agency so bargaining or negotiating. The result of any such bargaining or 
negotiating is always either expressly or impliedly subject to the provisions of 
applicable statutes, and in some cases is expressly subject to the approval of 
the chief administrative officer of the agency, as in the case of the Department 
of the Interior or the Panama Canal Company. In no case that has come to the 
attention of the Commissioners is it possible, as a result of any bargaining, 
negotiation, or arbitration between a Federal agency and a representative of 
its employees or any particular group of them, for a wage rate to be set which 
would be inconsistent with the public interest, or be in violation of applicable 
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Federal statutes. This pattern would appear to be consistent with the theory 
that in nonprofit Government operation, the public interest is paramount, and 
any agreement between a Government agency and its employees must recognize 
this paramount interest of the public. 


DEPARTMENT OF THE INTERIOR 


The various bureaus and offices of the Department of the Interior are guided 
in their handling of labor matters by a statement of policy issued by the Secre- 
tary of the Interior on January 16, 1948, which— 

“* * * specifies the circumstances under which, and lays down the terms and 
conditions in keeping with which an administrator or manager of a given 
bureau, administration, agency, corporation, establishment or undertaking of the 
Department may recognize and treat with labor organizations as accredited 
representatives of ungraded employees to (1) establish the principles and pro- 
cedures for the determination of fair and reasonable labor standards, (2) settle 
promptly all differences between employees and management and (3) develop 
systematic labor-management cooperation for mutual benefit and good service to 
the public.” 

Stated briefly, the policy statement recognized the right of ungraded employees 
to organize; provided that appointments be made on the basis of merit and effi- 
ciency and without regard to “race, creed, color, religion, or political belief or 
affiliation, except as required by law;” permitted ungraded employees to desig- 
nate the organization to represent them as their accredited representatives; 
authorized the issuance of statements of labor policy and procedure, subject to 
the prior approval of the Secretary of the Interior; required statements of labor 
policy and procedure to make provision for notices of conferences on wages and 
working conditions, fact finding, subjection of disputes to mediation, establish- 
ment of mediatory services, arbitration of disputes which cannot be, mediated, 
and establishment of arbitration machinery; stated that recognition of right 
to organize did not imply a right to strike; required statements of labor policy 
to make provision for systematic cooperation between the employees, the organi- 
zitions representing them, and the management of the activity concerned, and 
required the establishment of joint cooperative committees for this purpose; re- 
quired the promulgation of “Agreed-to-Labor Standards” as schedules; and au- 
thorized the creation of administrative committees to handle conferences with 
accredited employee representatives. 

One key provision in the statement of policy, designed to protect the rights of 
minority groups or of individuals, is that portion of his statement which reads 
as follows: 

“* * * no written agreement establishing procedures for determining rates of 
pay, regulations of hours, working rules, and the adjustment of differences or 
methods for promoting such joint activities as employee training, accident pre- 
vention, and labor-management cooperation, or schedules stipulating pay rates, 
working rules and regulations governing hours of employment, may be promul- 
gated without first granting individual employees affected thereby, or representa- 
tives of minority groups of such employees, a hearing, if requested, to present 
views or make arguments concerning the terms of such agreements or schedules 
prior to their promulgation.” 

Another key provision in the statement of policy is that portion of his state- 
ment relating to arbitration which requires that the parties to arbitration agree- 
ments understand and stipulate “that all arbitration awards other than those 
involving claims or grievances of individual employees, before becoming effective, 
must be submitted to the Secretary of the Interior who, if he finds such awards 
not to be in the public interest or contrary to law, shall remand them to the arbi- 
trators making such awards for reconsideration.” 

The effect of the foregoing excerpt from the statement of policy of the Secre- 
tary of the Interior appears to be that the arbitrators may agree on a result 
which they believe will meet with the approval of the Secretary, or risk a require- 
ment that they reconsider their award. 

Presently available information appears to indicate that the above-mentioned 
statement of policy by the Secretary of the Interior was perhaps the outgrowth 
of an earlier opinion by the Acting Solicitor of the Department of the Interior, 
holding that the Bureau of Reclamation, the Bonneville Power Administration, 
and other bureaus of the Department were legally authorized to enter into col- 
lective bargaining agreements with labor organizations with respect to matters 
within the discretion of such agencies. The Acting Solicitor based his opin- 
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ion, at least with respect to the Bureau of Reclamation, on section 10 of the 
basic reclamation law of June 17, 1902 (32 Stat. 390, 48 U. S. C., see 424 (e)), 
which provided “That the Secretary of the Interior is hereby authorized to per- 
form any and all acts and to make such rules and regulations as may be necessary 
and proper for the purpose of carrying the provisions of this Act into full force 
and effect.” This authority, the Acting Solicitor held, extended generally to 
the making of agreements which were properly incidental to the accomplish- 
ment of the statutory objectives of the Bureau. At the same time, he recog- 
nized that there was not then (and is not now) any statute or decision with 
respect to the authority of a Federal Government agency, as an employer, to 
enter into a collective bargaining agreement. Nevertheless, basing his decision 
on an expression of policy by the President on August 16, 1937, the Acting Solici- 
tor ruled— 

“IT accordingly am of the opinion that the Bureau of Reclamation, like all 
other agencies of the Department with similar problems, may enter into col- 
lective bargaining agreements governing the topics enumerated in the foregoing 
Presidential statements to the extent that the dealings with respect to those 
topics are within the discretion of the bureaus and. agencies. The topics include 
wages and hours, safe and suitable working conditions, the development of op- 
portunities for advancement, facilities for fair and impartial consideration of 
grievances, and other objectives of a proper employee relations policy.” 

Section 5 of the Classification Act of 1923 provided that— 

“The compensation schedules * * * shall not apply to employees in posi- 
tions the duties of which are to perform or assist in apprentice, helper, or journey- 
men work in a recognized trade or craft and skilled and semiskilled laborers, 
* * *& 


This exemption of these types of employees from the provisions of the Classi- 
fication Act made it necessary that some sort of machinery be established to 
determine the wages to be paid such employees. Accordingly, by administrative 
action, the Federal agencies having such employees established advisory wage 
boards to recommend the wages to be paid. This provision in the 1923 act was 
carried over into the Classification Act of 1949, slightly changed and expanded, 
and reading as follows: 
“(This Act (except title XII) shall not apply to—) 
* * * * * % * 


“(7) employees in recognized trades or crafts, or other skilled mechanical 
crafts, or in unskilled, semiskilled, or skilled manual-labor occupations * * * 
whose compensation shall be fixed and adjusted from time to time as nearly as is 
consistent with the public interest in accordance with prevailing rates; * * *” 
(63 Stat. 955; 5 U.S. C. sec. 1082). 

The foregoing excerpt was further expanded by the act of September 1, 1954 
(68 Stat. 1106), to read as follows: 

“* * * employees in recognized trades or crafts, or other skilled mechanical 
crafts, or in unskilled, semiskilled, or skilled manual-labor occupations, and 
other employees including foremen and supervisors in positions having trade, 
craft, or laboring experience and knowledge as the paramount requirement, 
* * *: Provided, That the compensation of such employees shall be fixed and ad- 
justed from time to time as nearly as is consistent with the public interest in 
accordance with prevailing rates: Provided further, That whenever the Civil 
Service Commission concurs in the opinion of the employing agency that in any 
given area the number of such employees is so few as to make prevailing rate 
determinations impracticable, such employee or employees shall be subject to the 
provisions of this Act which are applicable to positions of equivalent difficulty 
or responsibility” (5 U.S. C., see. 1082). 

It is of interest to note that the Congress, in authorizing the fixing of the 
wage of the so-called “blue-collar” workers in accordance’with the prevailing 
rates, in both the 1949 act and in the 1954 amendment used the qualifying phrase 
“as nearly as is consistent with the public interest.” The use of this phrase 
would appear to indicate an awareness on the part of the Congress that the pub- 
lic interest is paramount, and that actions relating to the compensation of the 
trades and labor employees must take the public interest into account and be 
subordinated to it. 

The Bonneville Power Administration and the Bureau of Reclamation of the 
Department of the Interior have entered into agreements with unions repre- 
senting their trades and labor employees, establishing the manner in which 
wages and other conditions of employment shall be determined. These agree- 
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ments generally provide for a process of what might be termed “collective 
negotiation,” with disputes being subject to mediation and arbitration, but with 
any arbitration award being either expressly or impliedly subject to the approval 
of the Secretary of the Interior. Wages generally are based on the prevailing 
wage. The “white-collar” workers of these agencies are subject to the Classi- 
fication Act. 

The Alaska Railroad enters into agreements respecting wages primarily on 
the basis of the union scale, but with an Alaska cost-of-living differential, after 
negotiation with union representatives, under the general authority derived 
from the act of March 12, 1914 (38 Stat. 305), authorizing the President “to fix 
the compensation of all officers, agents or employees appointed or designated 
by him” in the operation of the railroad, and as such authority was delegated 
to the Secretary of the Interior. By agreement, disputes are submitted to 
arbitration, but the arbitration award is subject to the approval of the Secretary 
of the Interior. The “white-collar” workers of the railroad are not subject to 
the Classification Act, but their salaries are fixed in relationship to the wages 
of the “blue-collar” workers by administrative action, although no precise formula 
is employed. 


TENNESSEE VALLEY AUTHORITY 


The personnel practices of the TVA are governed by sections 3 and 6 of the 
act approved May 18, 1933 (48 Stat. 59), as amended (16 U. S. C. A., see. 831b 
and 831e), which read as follows: 

“Sec. 3. The Board shall without regard to the provisions of civil-service laws 
applicable to officers and employees of the United States, appoint such managers, 
assistant managers, officers, employees, attorneys, and agents, as are necessary 
for the transaction of its business, fix their compensation, define their duties, 
require bonds of such of them as the Board may designate, and provide a system 
of organization to fix responsibility and promote efficiency. Any appointee of 
the board may be removed in the discretion of the Board. No regular officer or 
employee of the Corporation shall receive a salary in excess of that received 
by the members of the Board. 

“All contracts to which the Corporation is a party and which require the 
employment of laborers and mechanics in the construction, alteration, main- 
tenance, or repair of buildings, dams, locks, or other projects shall contain a 
provision that not less than the prevailing rate of wages for work of a similar 
nature prevailing in the vicinity shall be paid to such laborers or mechanics. 

“In the event any dispute arises as to what are the prevailing rates of wages, 
the question shall be referred to the Secretary of Labor for determination, and 
his decision shall be final. In the determination of such prevailing rate or rates, 
due regard shall be given to those rates which have been secured through col- 
lective agreement by representatives of employers and employees. 

“Where such work as is described in the two preceding paragraphs is done 
directly by the Corporation the prevailing rate of wages shall be paid in the 
same manner as though such work had been let by contract. 

“Insofar as applicable, the benefits of the act entitled ‘An act to provide 
compensation for employees of the United States suffering inJuries while in 
the performance of their duties, and for other purposes,’ approved September 
7, 1916, as amended, shall extend to persons given employment under the 
provisions of this act. 


* * * * * * * 


“Src. 6. In the appointment of officials and the selection of employees for 
such Corporation, and in the promotion of any such employees or officials, no 
political test or qualification shall be permitted or given consideration, but 
all such appointments and promotions shall be given and made on the basis 
of merit and efficiency. Any member of said Board who is found by the Presi- 
dent of the United States to be guilty of a violation of this section shall be 
removed from office by the President of the United States, and any appointee 
of said Board who is found by the Board to be guilty of a violation of this 
section chall be removed from offive by said Board.” 

The TVA, according to Mr. Harry L. Case, TVA Director of Personnel, has 
construed the first paragraph of section 3 of the TVA Act as authorizing 
it to enter into agreements providing for, among other things, the negotiation 
of wages and the establishment of a policy setting forth the principle that 
union membership “is advantageous to employees and to management, and em- 
ployees are accordingly encouraged to become and remain members of the ap- 
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propriate unions.” With respect to union membership, while the TVA does 
not formally require that employees belong to a union, an agreement between 
the TVA and the Tennessee Valley Trades and Labor Council provides that, 
within the limits permissible by law, union members will be given certain pref- 
erence in appointments and layoffs. 

Apparently, the TVA interprets the act of May 18, 1933, as permitting it to 
engage in collective bargaining for the purpose of fixing wages for its trades 
ind labor employees on the basis of the wages for like work prevailing in the 
‘vicinity,’ and to submit to mediation and arbitration in connection with de- 
termining any such prevailing wage, with the Secretary of Labor, by statute, 
serving as the final arbitrator in disputed cases. According to Mr. Case, to 
quote a portion of his book, Personnel Policy in a Public Agency (1955) : 

“The TVA Act requires that the rates of pay for ‘laborers and mechanics’ shall 
be those which ‘prevail in the vicinity.’ Superficially, it might appear that this 
legal requirement sets up a limited area for collective bargaining. However, 
since neither the terms ‘prevail’ nor ‘vicinity’ are defined by law it was possible 
for TVA management to share with labor the responsibility for defining these 
terms and for interpreting the specific facts once the terms had been defined. 
The parties agreed at an early date to define ‘vicinity’ broadly as including the 
entire watershed of the Tennessee River, the TVA power service area, and the 
adjacent major cities of Birmingham, Louisville, and Atlanta. This definition 
has been sustained by the Secretary of Labor” (Personnel Policy in a Public 
Agency, pp. 84, 85). 


* * * + * * * 


“It is evident that the interplay of these variables gives adequate range for 
collective bargaining in the normal sense of the term. Of course, a different 
procedure for determining wages would have been possible under the provisions 
of the act. For example, much more liberal resort to the wage-determining 
responsibility of the Secretary of Labor would have been possible, and in time 
individual wage rates might have been set largely on the basis of determinations 
by the Secretary. This would have meant an elaborate scheme of participation 
by the Secretary's staff in the consideration of wage data and would have re- 
sulted in a type of wage determination resembling more the determinations of the 
Secretary under the Bacon-Davis Act” (ibid, p. 86). 

Notwithstanding the possibility that the TVA could have chosen some other 
course of action with respect to the fixing of wages and the determination of 
other working conditions, as noted by Mr. Case, the TVA nevertheless chose to 
establish a policy of entering into collective-bargaining arrangements, and, in 
connection therewith, has agreed to the establishment of machinery for the 
mediation and arbitration of disputes, as follows: 

“Rates of pay, hours of work, other working conditions, and other negotiated 
understandings established under this agreement shall be in the form of supple- 
mentary schedules attached hereto. Such schedules relating to matters other 
than the determination of rates of pay may be amended in joint conference called 
upon 30 days’ notice of either party by the other after they have been in effect for 
1 year. If, however, agreement in such joint conference is not reached, either 
party may invoke the services of a mediator. The mediator shall be the joint 
selection of both parties from a panel of five suitable persons previously agreed to 
by the council and TVA. The compensation and expenses of such mediator shall 
he berne jointly by TVA and the council. A mediator so selected shall use his 
best efforts by mediation to bring the parties to an agreement. If such efforts 
to bring about an amicable settlement through mediation are unsuccessful, the 
said mediator shall at once endeavor to induce the council and TVA to submit 
their controversy to arbitration. 

“If arbitration is agreed to, the parties shall each appoint an abitrator, and the 
third arbitrator shall be designated by the mediator. The decision of a majority 
of said arbitrators shall be final and binding on both parties. The expenses of 
abitration shall be borne equally by TVA and the council. If abritration, after 
being proposed by the mediator or by either party, is not accepted within 10 days, 
the mediator shall notify both the council and TVA to that effect, and no modifi- 
cation or termination of any provision of any of these schedules shall be made 
by either party for a period of 30 days from expiration of said 10-day period” 
(article XIV of the General Agreement between the Tennessee Valley Authority 
and the Tennessee Valley Trades and Labor Council, revised July 1, 1951). 

It would appear from the foregoing, as well as from a statement contained in 
Mr. Case’s book (p. 88), that not only the item of prevailing wages, but also the 
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prevailing practice with respect to such “firnge issues” as overtime, shift differen- 
tials, holidays, travel pay, subsistence, pensions, and health and welfare, may be 
subject to collective negotiations. 

To sum up the personnel practices of the TVA, the agency fixes the wages 
and related monetary factors (overtime, holidays, etc.) of some 3,700 maintenance 
and operating trades and labor employees by “collective negotiation,” based on 
the prevailing wages and practices for like work throughout the Tennessee 
Valley and in Birmingham, Louisville, and Atlanta, as such prevailing wages and 
practice may have been determined by a wage-data committee made up of an 
equal number of management and labor members. Provision is made for medi- 
ation and arbitration of disputes, and if the parties agree to arbitrate, the arbi- 
tration award is binding. Provision is made by statute for an arbitrator of last 
resort, the Secretary of Labor, whose function is limited to a determination of 
the prevailing wage in dispute. Strikes by TVA employees have been prohibited 
in the past by a provision in the applicable appropriation acts, and, at present, by 
the provisions of Public Law 330 of the 84th Congress. 


THE ATOMIC ENERGY COMMISSION 


In connection with the employment of personnel, the Commission is author- 
ized, by subsection (d) of section 161 of the Atomic Energy Act of 1954 (68 Stat. 
948; 42 U. 8S. C. A., sec. 2201(d)), to “appoint and fix the compensation of such 
officers and employees as may be necessary to carry out the functions of the 
Commission. Such officers and employees shall be appointed in accordance with 
the civil-service laws and their compensation fixed in accordance with the 
Classification Act of 1949, as amended, except that, to the extent the Commission 
deems such action necessary to the discharge of its responsibilities, personnel 
may be employed and their compensation fixed without regard to such laws: 
Provided, however, That no officer or employee (except such officers and em- 
ployees whose compensation is fixed by law, and scientific and technical per- 
sonnel) whose position would be subject to the Classification Act of 1949, as 
amended, if such act were applicable to such position, shall be paid a salary at 
a rate in excess of the rate payable under such act for positions of equivalent 
difficulty or responsibility. The Commission shall make adequate provision for 
administrative review of any determination to dismiss any employee; * * *.” 

Under the foregoing authority, the AEC has established its own separate merit 
system and job-evaluation program. The Commission has, however, adhered to 
the practice of fixing compensation in accordance with the Classification Act. 
There has been no provision for collective bargaining, nor is there any provision 
for the arbitration of disputes. A grievance procedure has been established, 
allowing an appeal to be taken to the General Manager of the Commission. 

The Commission does not directly employ any large number of “blue collar” 
workers, but has followed the practice of contracting for the performance of 
work necessary to carry forward its activities. The Commission has a Labor- 
Management Relations Panel (now a part of the Federal Mediation and Con- 
ciliation Service), which seeks to mediate or prevent disputes between a con- 
tractor and the contractor’s employees which would interfere with the work of 
the Commission . This panel, however, does not deal with matters affecting 
the Commission’s own employees. 


THE PANAMA CANAL COMPANY 


The Panama Canal Company, an agency reconstituted from the former Panama 
Railroad Company by the Act approved September 26, 1950 (64 Stat. 1038), under 
the authority contained in section 248, chapter 12, of title 2 of the Canal Zone 
Code. 

“May appoint such officers, agents, attorneys, and employees as may be neces- 
sary for the business of the corporation, define their authority and duties, fix 
their compensation, delegate to them such of the powers of the corporation as 
may be necessary, require that such of them as it may designate be bonded, 
and fix the penalties and pay the premiums of such bonds * * *.” 

The pay of Canal Zone employees is fixed under the authority contained in 
section 81, chapter 2, of title 2, of the Canal Zone Code, which in part provides 
that employees necessary for the operation of the Canal Zone shall: ! 

“Receive such compensation as shall be fixed by the President or by his au 
thority until such time as Congress may by law regulate the same; and such 
persons shall be employed and shall serve under such conditions of employ 
ment, * * * as have been or shall hereafter be prescribed by the President 
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Provided, however, That salaries or compensation fixed by the President here- 
under shall in no instance exceed by more than 25 percent the salary or com- 
pensation paid for the same or similar services to persons employed by the Gov- 
ernment in continental United States * * *.” 

Canal Zone wages are based on wages paid for comparable work in the conti- 
nental United States, plus a 25 percent differential. All wages are under con- 
stant scrutiny by the wage classification division of the personnel bureau of 
the Panama Canal Company, and are subject to revision every 6 months. Pro- 
posed wage rates are submitted by the division to a wage board comprised of a 
representative of the Company, a representative of the employees, and the chief 
of the wage classification division. Wage rates approved by the wage board 
are subject to the approval of the Governor of the Canal Zone (who is also 
President of the Company). No provision is made for the arbitration of wage 
disputes, although any such dispute could be appealed to the wage board, which 
could, in turn, seek guidance from the Governor. “White collar’ salaries are 
generally based on Classification Act rates, plus a 25 percent differential. The 
pay of teachers, police, and firemen is based on District of Columbia rates, plus 
a 25 percent differential. 

Mr. Srencer. We have made a study of existing Federal statutes 
with reference to provisions for collective bargaining and arbitration. 
The results of that study are in that memorandum. 

We were not able to find any Federal statute which specifically 
authorized any Federal agency or instrumentality to enter into col- 
lective-bargaining agreements or to enter into binding arbitration 
commitments. However, there have been several situations in the 
Federal Government, including the TVA and several under the De- 
partment of the Interior, including the Bureau of Reclamation, the 
Bonneville Power Administration, and the Alaska Railroad, where 
by administrative action the particular bureau or administration has 
entered into collective-bargaining agreements. In some cases, there 
have been arrangements with respect to arbitration. In the Depart- 
ment of the Interior contracts with reference to arbitration, I believe 
there is a provision that the Secretary of the Interior shall have a final 
approval of any award that is made. 

In our bill we have attempted to follow the Federal precedents and 
have not included any specific provisions that would authorize collec- 
tive bargaining or arbitration. It was our thinking that that would 
enable the members of this Authority, by administrative action, to 
adopt in general the same procedures which had been used in some 
of these other Federal agencies. That, basically, is the reasoning 
behind the decision which we made not to include any specific pro- 
vision about collective bargaining or arbitration. We did not want 
to set up a new Federal policy with respect to these matters. We 
wanted to follow along in what had been done in other situations. 


REPORTS 


Section 21: The Authority is required to submit an annual report 
of its operations to the Congress. 


CLAIMS AND SUITS 


Section 22: The Authority is denied the defense of governmental 
immunity inactions brought against it. Notice of claims for un- 
liquidated damages must be presented to the Board of Authority 
within 6 months after the alleged injury or damage was sustained. 

It is provided that neither the United States nor the District of 
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Columbia shall be liable on any claim arising out of the activities of 
the Authority. 


POLICING OF AUTHORITY PROPERTY 


Section 24: The Commissioners of the District of Columbia are 
authorized to appoint special policemen for duty in connection with 
poaaae of the property of the Authority. Such policemen would 
ye paid by the Authority. 

The Board of Directors of the Authority is authorized to make and 
enforce reasonable regulations for the protection of passengers of the 
Authority and for the protection of its property and to prescribe 
reasonable penalties for violations thereof. Such penalties shall be 
enforced in the municipal court of the District of Columbia and in 
the United States district courts for offenses committed in parts of 
the metropolitan area outside the District of Columbia. 


INVESTIGATIONS 


Section 25 gives the Authority power to conduct investigations, 
hold public hearings, administer oaths, and subpena witnesses, 

Mr. Hinsuaw. Mr. Commissioner, at this time I would like to 
inquire whether or not the Commissioners themselves have the power 
to subpena witnesses. 

Mr. Spencer. We do; yes, sir. 

Mr. Hinsuaw. The Commissioners do / 

Mr. Srencer. Yes, sir. 

Mr. Harris. Under what circumstances, Mr. West ? 

Mr. West. Mr. Chairman, Commissioners have the authority to 
issue subpenaes and compel the attendance of witnesses in all cases 
where their testimony is necessary for any matter under investiga- 
tion by the Commissioners. 

Mr. Harris. In other words, it has the subpena power in matters of 
investigation ? 

Mr. West. Yes, sir. 

Mr. Harris. And that is all? 

Mr. West. That is correct. 

Mr. Hinsuaw. I would like to know why this Authority is given 
such subpena powers. Is it to investigate itself, for example ? 

Mr. Srencer. I think the idea was to enable it to get the informa- 
tion which it needed in order to carry out its functions properly. 

Mr. Hrnsuaw. That, Mr. Chairman, should be the subject of very 
careful scrutiny by this committee. 

Mr. Harris. Mr. Flynt? 

Mr. Fiynt. Mr. Spencer, going back to the section entitled, “Polic- 
ing of Authority Property,” beginning at the bottom of page 20 of 


your statement: 


Such penalties shall be enforced in the municipal court of the District of 
Columbia, and in the United States district courts for offenses committed in 
parts of the metropolitan area outside the District of Columbia. 


I assume that means in the United States district courts of Virginia 


and Maryland, respectively ? 
Mr. Spencer. That is correct, sir. sith a Set 
Mr. Hinsnaw. I never heard of a public utility having the authority 


to subpena a witness. 
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Mr. Harris. I believe it has. 

Mr. Hinsuaw. Mr. Chairman, I would like to go into that a little 
bit later, if I have time. 

Mr. Worvertron. You need not make this a part of the record, but on 
behalf of my colleagues on the committee, it may seem that I am ad- 
verse to these authorities. At the present moment, the Governor of 
Pennsylvania and the Governor of New Jersey have called upon cer- 
tain members of the authority between the two States relating to 
bridges to resign. The papers are full of it. I am sorry I did not 
bring that in here this morning. Then you could understand why I 
am speaking as I do when you see the acts of these authorities as related 
to these investigations that are going on up there in New Jersey and 
Pennsylvania, some of which they claim will even lead to criminal 
action. 

Mr. Douitncer. And they were nonsalaried members. 

Mr. Wotverton. They were unsalaried, or thought they were, when 
the authority was passed, but they found a way to vote themselves 
tremendous compensation. There were fine furnishings, and 1 set of 
dishes for 36 that cost over $4,000. 

Mr. Harrts. Mr. Hale? 

Mr. Harz. Mr..Commissioner, is this right to subpena witnesses 
extended to operations in Virginia and Maryland, or is it just witnesses 
in the District of Columbia ¢ 

Mr. Spencer. Mr. West says that in his view that power only applies 
in the District of Columbia. 

Mr. Hate. That is clear in the legislation, is it? Can it hold public 
hearings in Virginia or Maryland ? 

Mr. Spencer. I would think that it would be anticipated that public 
hearings would be held in the District where their head office would 
be under this bill. The investigation must relate to something in the 
District of Columbia. 

Mr. Hare. That brings us back to the basic question which Mr. 
Hinshaw raised a while ago as to whether this should be a District 
of Columbia creature or a United States creature. 

Mr. Spencer. Yes, sir. That is a basic question. I would say that 
our thinking was that inasmuch as at the present time there is only 
about 4 percent of the operation of Capital Transit Co. in Mary- 
land and some 96 percent of it in the District, to a large extent that 
justifies making this Authority a District of Columbia agency. 

Mr. Harr. What percent is it in Virginia ? 

Mr. Spencer. None. 

Mr. Hate. None in Virginia? 

Mr. Spencer. None in Virginia. 

Mr. Hrnsuaw. Mr. Chairman, I regret that I shall not be able to 
sit with the committee if it sits this afternoon on account of the con- 
flict with other committees, but I would hope that this whole proposi- 
tion could be very thoroughly explored by the committee, because it 
appears to me, as a very well rounded, shall we say, entity, a very 
well rounded entity in that it not only operates the properties, )ut 
creates its own rules and regulations, and is practically its own inter- 
state commerce commission, its own utilities commission, and also it 
contains certain authorities which are granted only to public author- 
ities generally who are either appointed directly by the President and 

74323—56——9 
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removable by the President, or who have been elected to office. These 
people are secondhandedly appointed to their positions. It seems to 
me that there should be some power to remove them other than through 
a court action, and that that power should remain with the appointing 
body. 

Mr, Srencer. There is a provision, Mr. Congressman, that the Com- 
missioners may remove these people. 

Mr. Hinsuaw. For what ? 

Mr. Spencer. For cause. 

Mr. Hinsuaw. For cause? 

Mr. Seencer. That is correct. 

Mr, Hinsuaw. And does that cause include the fact that they have 
not operated in the public interest? Or would it be in the judgment of 
the Commission not to have operated in the public interest? I did 
not believe that a body which itself was appointed, as the Commis- 
sioners, should have the power to appoint another body with power 
superior to the Commission. 

Mr. Spencer. Here is the provision: 

The Commissioners may remove any Director of the Authority in case of in- 
competency, neglect of duty, malfeasance in office or conviction of a crime. 

I suppose neglect of duty would be not operating in the public in- 
terest, or incompetent. 

Mr. Hinsnaw. Neglect of duty would be a case of not operating 
at all. But if a man should do something which was probably wrong 
to the public and not in the public interest, he would not be removable 
according to that. 

Mr. Spencer. Well, I think it depends on what he did. 

Mr. Hinsnaw. I think it would. I think people should be remov- 
able by the Commission for a few more reasons than that. That is in 
order to give safety to the public and in the public interest. 

Mr. Hate. Mr. Chairman, I want also to call attention to the fact 
that under section 5, this Authority is given power to operate a trans- 
portation system or systems in the “Washington metropolitan area,” 
which in section 3 is defined as including not only the District of 
Columbia, but the cities of Alexandria and Falls Church and the 
counties of Arlington and Fairfax, in Virginia, Montgomery and 
Prince Georges in Maryland. ‘ ; 

So the Washington metropolitan area does take in a lot of territory 
in Virginia, besides the District and the territory in Maryland. What 
actual transit operations are presently contemplated in Virginia, I 
don’t know. But certainly the charter authority to operate in Vir- 
ginia is quite wide. 

Mr. Spencer. Mr. Congressman, at the present time there are not 
any operations in Virginia immediately contemplated. However, it 
was thought that the charter authority of the Authority should Le 
sufficiently broad so that it would be legally possible for it to operate 
throughout the metropolitan area. 

Mr. Har. Yes; but we get back again to the provision in section 4, 
that the Authority shall be an agency, an instrumentality of the Dis- 
trict of Columbia. It seems to me there is some anomaly in having 
an agency an instrumentality of the District of Columbia, operating in 
Virginia and in Maryland. 

Mr. Spencer. It certainly would be possible to set this up as an in- 
strumentality of the Federal Government. There is no question about 
that. 
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Mr. Hate. That is one of the things that this committee has to 
think about. I agree with Mr. Hinshaw that the more assistance you 
an give us on the pros and cons of the kind of creature you want us 
so start gestating, the better. 

Mr. Harris. Do you have any comment on Mr. Hale’s statement ? 

Mr. Spencer. Mr. Chairman, we have given some consideration to 
that whole matter. We took it up with the Bureau of the Budget, 
and some of the Federal departments. I think it was their feeling 
that insofar as possible, they would like to have this handled as a local 
matter, as a District of Columbia matter. 

Mr. Harris. Did you have anything else, Mr. Hale? 

Mr. Hate. No. I just want to say that I am not undertaking to 

say that these people are wrong, but this committee, if it is going to re- 
port a bill, has to make that decision for itself, and we should like to 
know all the considerations which should properly be influencing that 
decision. 

Mr. Spencer. I believe I have given you most of them. One of 
them is that the operations of the Authority, to begin with, would be 
limited to what is now done by the Capital Transit Co., and that about 
96 percent of that operation is in the District of Columbia, with some 
4 percent in Maryland, 

Mr. Hate. Even with that, I do not know that the present opera- 
tion of the Capital Transit Co. should bound our imaginations, be- 

cause the Washington metropolitan area is getting bigger all the time, 

and transit operations in Virginia are certainly well within the limits 
of possibility. I do not suppose the Washington metropolitan area 
would be defined as it is in section 3 if that had not been in the minds 
of the people who drew that charter, 

Mr. Sepencer. No, sir; it would not have. 

Mr. Hae. That is all. 

Mr. Harris. Mr. Commissioner, would you mind if we suspend at 
this moment, and let the committee recess and come back at 1:30? 

Mr. Srencer. Not at all. 

Mr. Harris. We will recess until 1: 30 

(Thereupon at 12:10 p. m., a recess was taken until 1: 30 p. m., the 
same day.) 


AFTERNOON SESSION 


The committee reconvened at 1:30 p. m., upon the expiration of the 
recess. 

Mr. Harris. The committee will come to order. 

When the committee recessed for the noon hour, Commissioner 
Spencer was about to conclude his statement. Commissioner, you may 
resume your place in the witness chair. 


STATEMENT OF SAMUEL SPENCER, COMMISSIONER, DISTRICT OF 
COLUMBIA—Resumed 


Mr. Harris. Commissioner, I believe you had reached to “Exclusive 
operating rights,” on page 21. 

Mr. Spencer. That is correct, Mr. Chairman. 

Mr. Harris. You may proceed. 

Mr. Spencer. Section 26. That section was covered in connection 
with section 5 which I have already gone into. 
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INTERIM FINANCING 


Section 27 provides that if the Board of Commissioners finds that 
the Authority at the outset is unable to obtain private capital to 
finance the acquisition of a transportation system or systems and to 
provide working capital, the Board of Commissioners can arrange 
with the Secretary of the Treasury for interim financing pending the 
sale by the Authority of obligations to the public. 

The Board of Commissioners is authorized to issue obligations of 
the District of Columbia at any time prior to July 1, 1959, in an 
umount not exceeding $20 million for purchase by the Secretary of 
the Treasury and to advance the proceeds to the Authority. 

Obligations issued by the Board of Commissioners under this sec- 
tion must mature prior to July 1, 1959. They shall bear interest at a 
rate determined by the Secretary of the Treasury based on interest 
rates paid by the United States on obligations of comparable maturity 
plus one-half of 1 percent. 

Such obligations ‘shall be subject to such terms and conditions as 
may be prescribed by the Board of Commissioners with the approval 
of the Secretary of the Treasury. 

The advances by the Board of Commissioners shall be subject to 
such terms and conditions as the Commissioners may prescribe and 
shall bear interest at a rate not less than the rate upon the obligations 
of the District of Columbia issued under this section. 

It is provided that it is the intent of Congress that these advances 
shall be repaid at the earliest practicable time and in any event before 
any securities subsequently issued by the Authority other than equip- 
ment trust certificates are repaid. 

This section was felt to be necessary in view of the fact that it may 
be necessary for the Authority to resort to legal proceedings under 
the power of eminent domain to acquire needed facilities of the Capital 
Transit Co. 

If this occurs, it would probably be impossible to obtain private 
capital by sale of bonds until litigation is concluded. 

In the meantime, in order to acquire possession of the property by 
a declaration of taking so that operations might be commenced on 
August 15, it would be necessary for the Authority to show the court 
that it had the funds necessary to compensate the owner for the 
property being condemned. 

If the properties of Capital Transit Co. which the Authority deems 
are necessary for its operation can be acquired by negotiation at a 
reasonable figure, it may not be necessary to resort to the form of 
interim financing contemplated by this section. 

Another reason for this section is that it may not be feasible to 
obtain private capital to finance the Authority until it has been oper- 
ating for a short period of time so that actual information regarding 
its operations and earnings would be available. — 

It is intended that the Government loan will be refunded by the 
sale of bonds to private investors at the earliest practicable moment. 
Under the terms of the bill such refunding must take place not later 
than July 1, 1959. 

The importance of prompt action: In closing my statement about 
this bill to create a Washington Metropolitan Transit Authority, I 





WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 127 


want to stress the magnitude of the problems which will face the 
directors of this Authority when they are appointed to office. Even 
if these directors were in office today the time available for doing all 
that must be done to provide public transportation in Washington by 
August 15, 1956, would be all too short. 

These directors must act with great dispatch to select the key admin- 
istrative officers of the Authority, and around them to build the or- 
ganization which will be required for the project. They must retain 
expert consultants in the field of transit to advise them in the important 
engineering and economic decisions which must be made in creating 
an efficient and economic instrument of public service. 

They must obtain appraisals of the property, plant, and equipment 
which will be required for such service. They must negotiate the 
acquisition of such property, plant and equipment as they require, and 
they may have to initiate condemnation proceedings to obtain prop- 
erties which cannot be obtained by negotiation. 

They must order such new equipment as will be required to com- 
plete their operating system. This is a critical factor in the matter 
of buses because the two manufacturers of buses require a lead time 
of about 4 months for delivery after receipt of order and each manu- 
facturer has a capacity of about 200 buses per month after deliveries 
begin. 

The directors must create a personnel system and must work out 
the basis for transfer of present Capital Transit Co. employees to the 
new organization. 

Gentlemen, these are tasks which are normally accomplished by a 
new transit authority through negotiations extending over many 
months, or even years. The task which this law would place upon 
the directors of this Authority is certainly monumental, but it is not 
insuperable. It must be done. 

We want to stress that the ability of these directors to serve the 
public interest effectively will depend in large measure on the time 
which is available for them to act and that accordingly the public 
interest in our judgment requires the earliest practicable action upon 
this bill. 

Mr. Chairman, I have 2 letters here, 1 from the General Motors 
Corp., and 1 from the Mack Motor Truck Corp., which were addressed 
to the Commissioners, and which discuss what those 2 manufacturing 
companies can do in the way of bus deliveries. 

I would like to offer those two letters for the record. They are Nos. 
8 and 9 in the papers which were given to the members of the committee. 

Mr. Harris. Let them be received. 

(The letters referred to are as follow :) 

GMC Truck & CoacH DIvIsION, 
GENERAL Morors CorpP., 
Alexandria, Va., January 10, 1956. 
BoarRD OF COMMISSIONERS 


District of Columbia, 
District Building, Washington 4, D. C. 


GENTLEMEN: Since our discussion on Friday last concerning prices and defi- 
nite delivery promises on GM coaches which might be available for the opera- 
tion of a transit system in Washington, D. C., the writer has discussed this 
matter with his home office. 

At a meeting held on Saturday morning at our factory all pending orders, 
production schedules, etc., were reviewed. It is our sincere desire to cooperate 
in every way possible in the solution of the problem facing all of us in the 
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Washington area. A definite commitment can be made as follows: if a firm 
order is received from an authorized body by January 23, we can start in May 
delivering coaches at the rate of 200 units per month with a total of 600 being 
assured prior to August 15. Each week of delay after January 23, necessarily 
will reduce the total number which can be furnished before an August 15 dead- 
line. 

In view of the presently existing local circumstances which make it absolutely 
necessary that any contract for delivery be fulfilled as promised we are of the 
opinion that the Board of Commissioners would be justified in requiring a “pen- 
alty clause” to cover liquidated damages for failure to carry out the terms of 
the contract. We would be willing to accept the inclusion of such a clause in 
any contract with our company. 

Base prices of the four models which might be considered are listed below. 
These cover the base coach, less tires, f. 0. b. Pontiac, Mich., and the prices 
include Federal excise taxes. If the coaches should be delivered to other than 
a tax-exempt body the Federal excise tax in effect at the time of delivery would 
apply. It is estimated that between $700 and $1,000 of extra equipment per 
coach would be required to comply with the regulations of the Public Utilities 
Commission of the District of Columbia, 


THG-3102, 31-passenger gasoline Hydramatic coach, $8,858.22. 
TDH-3714, 37-passenger diesel hydraulic coach, $16,272.45. 
TDH-4512, 45-paggenger diesel hydraulic coach, $18,493.33. 
TDH-—5105, 51-passenger diesel hydraulic coach, $20,224.45. 


Specifications of the four models are attached. 

We appreciate your consideration of our equipment and assure you that any 
additional information which might be desired will be furnished giadly upon 
request. 

Yours very truly, 
GMC Truck AND CoAcH DIVISION, 
W. R. Davis, 
District Representative, 


JANUARY 11, 1956. 


GENTLEMEN: In accordance with your request, we are pleased to submit the 
following quotation for furnishing and delivering 41, 45 or 50 passenger transit- 
type Diesel-powered buses, these buses to be delivered to you by August 10, 1956. 
Our manufacturing facilities will permit us to build and deliver 500 such buses 
providing a firm order is given us by February 1, 1956. If the order is placed at 
a date later than February 1, it may be necessary for us to revise our commit- 
ment so far as the number to be furnished by August 10, 1956, is concerned. 
The price quoted is also subject to adjustment if a shorter production time is 
mandatory. We will be pleased to discuss method of delivery and terms at any 
time convenient to you. 

Mack transit type bus equipped with the Mack END673 Diesel engine, hydranlic 
torque converter, complete in accordance with Mack standard specifications sub- 
mitted herewith and including the following items of equipment : 

“Airglide” suspension 

Hydraulic power assist steering 

Power ventilation 

Dise wheels 

Scoop-type ventilation 

Rub-Bub %g¢ inch front vestibule 

Body insulation 

Double treadles at exit door 

Sensitive edges at exit door 

Four (4) extra ceiling to floor stanchions 
Directional signals 

I. C. C. reflectors 

Exit door mirrors 

Single roll front sign with double route sign 
Run number sign frame only 

Single roll side sign 

Brake and accelerator interlock 

Fire extinguisher 
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Total net price, per bus, not including any Federal or local taxes or tires ———. 

Proposal A: Mack Model C-41 transit-type bus—41-passenger seating capacity, 
96 inches wide, per bus, not to exceed $21,811. 

Proposal B: Mack Model C47 transit-type bus—45-passenger seating capacity, 
96 inches wide, per bus $22,060. 

Proposal C: Mack Model C-—49 transit-type bus—50—51-passenger seating 
capacity, 96 inches wide, per bus $22,696. 

Alternates: (a) Net extra for 102 inches, add $350. (b) If power steering not 
wanted, deduct $325. 

The above prices do not include tires or any applicable taxes, and are f. o. b. 
Allentown. 

As to the expenditure necessary for spare parts—our vast central parts ware- 
house is located in Somerville, N. J. and our plants are at Plainfield, N. J., 
Allentown, Pa., and New Brunswick, N. J. We also have a direct factory 
branch in Washington, D. C. You can therefore, be assured of prompt and 
efficient parts availability within 24 hours. The proximity of these facilities 
greatly minimizes the necessity for your carrying any excess inventory of parts. 
However, for the purpose of establishing an initial investment in parts, you 
could figure approximately 2 percent of the total price—which percentage 
would lower with the quantity of buses purchased. 

Very truly yours, 
Mack Moror Truck Corp. 
L. E. MiInKEL, Vice President. 


Mr. Spencer. That completes my statement, Mr. Chairman. 

Mr. Harris. Do you have any letters, comments, or information 
from any other company besides the two mentioned ? 

Mr. Spencer. No, sir; we do not. 

I think those two companies are the chief bus manufacturers in the 
country and would be the ones that the Authority would go to in or- 
der to obtain new buses. 

Mr, Harris. Why would you go to just these two only ? 

Mr. Srencer. As far as I know, Mr. Chairman, I do not believe 
there are other bus companies that manufacture buses of equal ef- 
ficiency and effectiveness, and who could handle the order. 

Hr. Harris. I understood that there were at least a half dozen bus 
builders. 

Mr. Spencer. Perhaps Mr. Hyde, who is the manager of the Cleve- 
land Transit Authority, can give you more information about that 
manufacturing field than I have. I was under the impression that 
these two were the chief ones and would be in all probability the manu- 
facturers that would produce the best buses, and that the Authority 
would want to go to them. 

Mr. Harris. I had had it reported to me that some of these bus 
companies were complaining about General Motors taking the large 
share of the market, or, in fact, just about all of it. 

Mr. Spencer. I feel sure that this Authority would want to get the 
buses which were the best buses, at the most reasonable prices, Mr. 
Chairman. If there is anybody else that could produce a better bus 
- a better price, I am sure they would want to examine the whole 

eld. 

My knowledge is rather limited of the manufacturing business. 

Mr. Harris. It is quite obvious that those are the only people that 
you have taken this matter up with, and that it is the reason that it oc- 
curred to some that it seems, going to all the pains, you might say, 
that you have gone to, that you would have explored the field through- 
out the industry. 

What some want to find out is why is it that General Motors seems 
to be the company that is promoting the bus building program here. 
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. Mr. Spencer. The only two companies whose representatives the 
Commissioners have talked to are these two companies. If there are 
some others that can produce buses equally well, surely we would want 
to have them brought into the picture. 

The fact that these are the only two we have letters from certainly 
does not mean anybody else would be excluded from this. 

Mr. Harris. I wanted to make that very certain. 

As I say, there have been some complaints that it seems that prefer- 
ence is being given to certain ones, and I think it is a matter of im- 
portance that all of those who might be in the business and who could 
produce should be given an opportunity, 

I did not want to make any issue or point out of it, except that it 
was called to my attention and I thought this would be a good time 
to do it, since you placed these two letters in the record. 

I did not want the record to reflect that we were limiting, so far as 
the consideration of this part of it is concerned, to just these two 
companies. 

Mr. Spencer. I am in entire agreement with what you say, Mr. 
Chairman, and there is no obligation or commitment whatsoever with 
respect to any company with regard to manufacturing buses. 

Mr. Harris. That completes your statement, I understand, and I 
believe all of the supporting data and information that you had has 
now been included in the record. 

Mr. Spencer. That is correct, sir. 

Mr. Harris. Mr. Williams, do you have any questions ¢ 

Mr. Wititams. I do not believe so. 

Mr. Harris. Mr. Hale. 

Mr. Hate. As I understand the legal situation, the franchise of the 
Capital Transit Co. is revoked as of some date next August; is that 
right ? 

Mr. Spencer. That is correct; August 14. 

Mr. Hater. The physical properties of Capital Transit Co. are now 
being used, some of them, at least, Mr. Commissioner, in operating the 
transit system. 

Mr. Spencer. No, that is not correct, sir. The Capital Transit is 
actually in full operation now, and they are operating their own 
properties. Weare not operating them. 

Mr. Hare. They still operate their own company ? 

Mr. Srencer. That is correct. 

Mr. Hare. All the legislation did was to empower the Commissioners 
to settle a particular dispute; is that what actually happened ? 

Mr. Spencer. The legislation gives us authority to authorize, by 
contract or otherwise, mass transit in the District of Columbia, during 
the year from last August until next August, and also authorized us 
to make regulations with respect to such mass transit operation, and 
also to fix fares on the recommendation of the Public Utilities Com- 
mission. 

We did that last August. We fixed the existing fares on the recom- 
mendation of the Public Utilities Commission. 

Mr. Hae. And you are now here recommending these bills which, I 
understand, are identical. Is that right ? 

Mr. Srencer. That is my understanding; yes, sir. 

Mr. Hare. You consider that these bills embody your idea of the only 
practical solution of this problem ? 
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Mr. Srencer. That is correct, sir. 

Mr. Hare. Obviously, this Transit Authority would presumably 
wish to acquire the great part, if not all, of the assets of the Capital 
Transit Co. ; is that r ‘ight ? q 

Mr. Spencer. It is our thought that it would acquire a substantial 
part of the assets of the Capital Transit Co.; yes, sir. 

Mr. Hater. As I understand it, this bill empowers the Authority to 
exercise the right of eminent domain not only with respect to real 
property, but personalty as well. 

Mr. Srencer. That is correct, sir, within the District of Columbia. 

Mr. Hare. And I suppose it is your thought that the Authority 
would, and might, in fact, have to, invoke those powers in order to get 
to acquire certain assets of Capital Transit 

Mr. Spencer. Yes, sir; it might. 

Mr. Hate.. At least, unless there was an agreement ? 

Mr. Srencer. That is correct, sir. 

Mr. Dottiver. Will the gentleman yield? 

Mr. Hate. Yes. 

Mr. Dottiver. Does not the proposal have a provision for the acqui- 
sition of any part of the property of Capital Transit ¢ 

Mr. Spencer. Yes, sir: it does. 

Mr. Dotuiver. In other words, the Authority would not have to 
take all of it. It could pick out a bus or a piece of real estate and leave 
the rest of it ? 

Mr. Srencer. That is right, sir. 

Mr. Hate. For example, it could take the buses and leave the trolleys, 
or vice versa ? 

Mr. Spencer. Yes, sir; that is right. 

Mr. Harris. Is that not prec isely what is proposed ? 

Mr. Spencer. That is what we have in mind; yes, sir. 

Mr. Harr. I repeat, you think an Authority of this kind is the only 
solution to the transit problem of this community ? 

Mr. Spencer. I do not know that I would say it is the only solu- 
tion. Ifa private operation could be worked out, certainly we would 
be in favor of that. At the moment, it looks to us as though it is the 
best solution. 

Mr. Harr. But you had a year in which to try to find a private 
corporation, or, at least, a good part of a year, and so far you have 
not had any success, although there have been a number of tentative 
negotiations to that end. 

Mr. Spencer. That is right, sir. 

Mr. Harr. Of course, it is highly desirable for any transit authority 
to be self-sustaining. Otherwise, you just have to tax everybody to 
run the transit company, would you not? 

Mr. Spencer. You just have to what everybody ? 

Mr. Hare. Unless the transit company is self-sustaining, the money 
has to come out of the pockets of taxpayers, does it not? 

Mr. Spencer. That is right, sir. 

Mr. Hate. I presume that you gave it these extraordinary powers of 
exemption from local regulation in order to be sure it would make 
money ? 

Mr. Spencer. That was part of it; yes, sir. That was certainly in 
our minds. at 

Mr. Hare. What other consideration is involved ? Of course, it is 
very unusual, at least in my experience, for a street railway or bus 
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company to be able to fix its own rates, without any regulation at all. 

Mr. Srencer. One other thing that we had in mind which is related 
to the power to make money and to be self-sustaining is the power to 
attract private capital to finance the bond issues. It is directly related 
to the power to make money. 

That is one thing we had in mind. 

Another aspect of it, Mr. Congressman, is that this authority, after 
all, would be a governmental body. 

I think it is entirely logical that the governmental agency of this 
type should be self-regulating as to rates. 

In fact, it seems perhaps a little bit illogical if you had one Govern- 
ment agency regulating the rates of another one. For instance, if this 
Authority were made subject to the PUC, as far as its rate making was 
concerned. 

It is a somewhat different situation, I think, from where you are 
regulating the fares and rates of a private company which has, as its 
purpose, to make a profit. 

Mr. Hater. Suppose that it fixes rates that I, as a rider, and some of 
my friends, think unreasonable. What are we going to do about it? 
Do we go to the Congress ? 

Mr. Spencer. If in some respect the fixing of the rates were not in 
accordance with the law, I think you could go into court, just as you 
could have judicial review from the Public Utilities Commission. 

For example, if the Public Utilities Commission fixed a rate that 
you felt was unreasonable, you would have no judicial review of that 
unless there were no evidence to support the decision of the Commis- 
sion, or unless there had been some violation of the statute or of the 
Constitution. 

So with respect to an ordinary regulatory body, there is a limit to 
judicial review. Their discretionary powers are not subject to court 
review. 

We feel that this body which would be a group of officials appointed 
by a governmental agency would be, in itself, very similar to a public 
utilities commission. 

Mr. Hate. But with this setup, as long as the Authority was acting 
intra vires, what could you go into court and talk about ? 

Mr. Spencer. I do not think you could go into court and talk if it 
was acting intra vires. If it was acting ultra vires, I think you could. 

Mr. Hate. The vires are so extensive that it is hard to go ultra. 
Isn’t that true? 

Mr. Spencer. Well, the vires are pretty extensive, but we felt that 
it was in the public interest to have them so, because it will mean, we 
feel, that the authority can borrow its money considerably cheaper than 
if it had a lot of governmental restrictions, and that that, in the long 
run, will redound to the advantage of the rider on the transit system 
and to the public generally. 

Mr. Hate. You are trying to get a creature of the District of Colum- 
bia which can borrow money cheaply and operate profitably, and 
earry passengers on practically its own terms, and still get passengers 
tocarry; is that not your problem, Mr. Spencer ? 

Mr. Spencer. Yes; I think it is, if I understood your question 
right. 

Mr. Hate. I conceive that this committee has a very great respon- 
sibility to this whole community, and it is a kind of responsibility 
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which is completely new, I think, to everybody on the committee, 
because the city of Washington and the transit problems of the city 
of Washington are unique. There is no other community which has 
exactly this situation. 

Mr. Spencer. That is correct. 

Mr. Hate. I believe that is all right now. 

Mr. Harris. Mr. Rogers? 

Mr. Rogers. Mr. Spencer, of course this resolves itself down to the 
proposition that your attempt in trying to find a private authority 
or private enterprise to conduct this operation was unsuccessful, and 
you feel that this bill, or one similar to it, would be the only solution 
to the problem. 

Mr. Spencer. Yes, sir; we feel it is the best solution to the problem. 
Certainly there are many other possible variations in the govern- 
mental operation that could be provided, but we feel that this type of 
organization has a better chance of being financially self-supporting 
and of producing efficient service to the community. 

Mr. Rogers. Do you feel, Mr. Spencer, that the failure to find private 
money to support and maintain this operation was due to the lack of 
potential profit in such an operation ? 

Mr. Spencer. I really do not know exactly what it was due to. I 
suppose that basically that is largely what it is. 

The transit business—well, really, largely because of the prosperity 
of the country and the number of automobiles that we now have—is 
a declining business, and I do not think it is very attractive to investors. 

Mr. Rogers. In accordance with what Mr. Hale was asking you con- 
cerning your request for powers in.the area of eminent domain, you 
are extending, of course, in this bill, the right of eminent domain to 
personal property. Have your attorneys approved that? Have they 
told you that it would be constitutional ? 

Mr. Spencer. Yes, sir; they have approved that, and I think there 
are many precedents for granting the right of eminent domain with 
respect to personal property. 

Mr. Rogers. Mr. Spencer, one reason that you want that, I am sure, 
is because you want to have the election in the authority as to just 
what part of the Capital Transit property you take. 

Mr. Spencer. That is part of it; yes, sir. We also want to be able, 
if necessary, if we are unable to work out a negotiated agreement, to 
take personal property, such as the buses. 

Mr. Rogers. That, of course, is one of the things that I have in mind. 
I believe you stated that it was your present intention to move this 
entire operation over into a bus-operated transit system, and to do 
away with the trolley cars. 

Mr. Spencer. That is what we have in mind. 

Mr. Rogers. Do you mean, Mr. Spencer, that you are going to con- 
fine the vehicles to buses and do away with all the trolley cars? 

Mr. Spencer. That is our thought; yes, sir. 

Mr. Rogers. There are two questions that come to my mind. One 
has to do with the operation. 

Has there not been some experience by certain cities that pointed 
up the proposition that these fumes from this oil or gas are detrimental 
to the health if you overdo it ? 

Mr. Srencer. The more modern buses, as I understand it, are diesel 
buses. The older buses are frequently gasoline buses. The informa- 
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tion that we have been given is that the modern diesel buses do not 
have any obnoxious fumes and that they are all right from that point 
of view. 

Mr. Rogers. The buses do put out fumes. Diesel buses put off a 
pretty thick cloud of smoke. I do not want to create a smog around 
Washington. I would rather that stay in Los Angeles. 

Mr. Seencer. The information we .have from transit operators is 
that these diesel buses are very satisfactory vehicles, and I do not think 
we would create a smog here in the city. 

Mr. Harris. Would the gentleman yield ? 

Mr. Rogers. Yes, sir. 

Mr. Harris. Has there been any thought given to operating electric 
buses? That is, buses by electric power. 

Mr. Spencer. I do not believe there has been much thought given 
to that, sir. I am under the impression that it is not a very practical 
solution here in Washington. 

Mr. Rocrrs. Mr. Spencer, do you find that the people like bus trans- 
portation better than they do streetcars, or vice versa ¢ 

Mr. Spencer. There has been a certain amount of opinion expressed 
by various members of the public that they like the streetcars. I think 
there are plenty of people that are perfectly satisfied with buses, and 
there are any number of cities that have converted from streetcar 
operations to bus operations in recent years. 

There does seem to be some opinion among some people that they 
have an attachment to the streetcars and would like to see them con- 
tinued. However, the operating expense of running a streetcar is 
about 50 percent higher than it is for a bus. 

Mr. Rogers. Let me ask this one question. 

Mr. Spencer, that has to do with the immediate maintenance and 
operation cost, but that is not true over the long haul, is it? 

Mr. Spencer. That is my understanding, that the operating costs 
are about 50 percent higher. 

Mr. Rogers. Do not streetcars last longer than buses? 

Mr. Srencer. I was speaking of strict operating cost, not capital 
expenditure. 

Mr. Rocers. That can be treated either way ; can it not? 

Mr. Spencer. I think you could make either kind of comparison. 
The comparison I was speaking of was the actual cost of operating 
the bus. 

Mr. Rocers. What you are saying, actually, is this: That in your 
opinion the operating cost of the streetcar is much more than the bus. 

Mr. Spencer. Yes, sir. 

Mr. Rocers. I want to hurry along and not take all the time, but 
there is one other thing that I wanted to ask which comes to my mind. 

The maintenance of these streetcars must be done by people who are 
expert in that field ; must it not ? 

Mr. Spencer. Yes, sir. 

Mr. Rocers. Of course there are a number of employees, I presume, 
of the Capital Transit Co. who have made a career out of being street- 

ar mechanics and maintenance men. 

Let me ask you this, Mr. Spencer: What do you propose to do with 
those employees if you do away with the streetcars ? 

Mr. Srencer. What we had in mind was that all that could possibly 
be converted to working on bus maintenance would be trained and 
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would be utilized for bus maintenance. I cannot give you the exact 
percentage of those who would be tr ainable for bus work. But it is 
quite a high percentage. 

It seems to me that there was some testimony given in the Senate 
committee hearings to the extent—I think it was given by Mr. Bier- 
wagen, the president of the local union—that he thought approximately 
90 percent of the present employees, both operators and maintenance 
men, could be employed in a bus system. 

There are a few older ones, streetcar drivers and so forth, that do. 
not have permits to drive ‘automobiles or buses. But as I recall it, he 
gave the figure of 90 percent that could be trained. 

I think Mr. Bierwagen will appear before this committee later and 
‘an give you more accurate information on that than I can. 

Mr. Rogers. Do you have any information as to whether or not that 
transition would be voluntary or involuntary on the part of the em- 
ployee ? 

Mr. Seencer. I think it would be voluntary. 

Mr. Rogers. You think that the employees would be willing to move 
on over to bus work. 

Mr. Spencer. I think they would want to; yes. 

Certainly the Board of Commissioners would be willing to do any- 
thing we could to try to find satisfactory work for any body else who 
was not able to be switched over and employ ed by the new Authority. 

Mr. Rogers. That isall. Thank you, sir. 

Mr. Harris. Mr. Dolliver. 

Mr. Dotiiver. Yes, Mr. Chairman. I yield to Mr. Williams. 

Mr. WitutAMs. Mr. Spencer, how many streetcars and how many 
buses now operate in the city of W ashington? Do you know? 

Mr. Srencer. I believe there is a total of 508 streetcars owned by 
the Capital Transit Co., and I think the actual daily operation is some- 
where around 375. 

I believe they own about 880 buses, of which some are rather old and 
are not used regularly. I think perhaps their actual operating buses 
that they are using regularly total around 750. 

There are representatives of the Capital Transit Co. here that can 
give you the exact figure on that. 

Mr. WILiIAMs. Say 375 on the street, in streetcars, and 750 buses in 
operation. That would run a little over 1,000 vehicles in operation in 
the District at present. 

Mr. Spencer. Yes. 

Mr. WittraMs. Have you made any survey to determine how many 
vehicles you think this Authority will need to begin with ? 

Mr. Spencer. Yes, our PUC people have m: ade such studies. 

Mr. WuuiaMs. Is it as many as Capital Transit now operates, or is 
it more ¢ 

Mr. Spencer. What was that, sir ? 

Mr. Wiiu1ams. Is it as many as are now operated by Capital Transit, 
or does it contemplate more ¢ 

Mr. Spencer. I believe they contemplate that they could operate 
an all-bus system with somewhere between 1,000 and 1,100 buses. 

Mr. WitttaMs. What is the passenger capacity of the buses you 
plan to operate ? 

Mr. Spencer. We were thinking in terms of 51 passenger buses, 
as far as the new buses are concerned. 
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Mr. Wixutams. Do you know the capacity of the present street- 
cars ¢ 

Mr. Srencer. I think it is 52. 

These gentlemen here could correct me on that. 

Mr. Witu1aMs. It is approximately the same? 

Mr. Spencer. It is approximately the same; yes, sir. 

Mr. Wiu1ams. Is there any difference in the speed with which 
streetcars move these passengers and with which buses move them, 
particularly through congested areas? 

Mr. Spencer. It is our thought that if we converted to a bus sys- 
tem in the downtown area, that we could move the traffic considerably 
faster. ' 

In the first place, it would enable you to eliminate the platforms 
which are now out in the middle of the street. A bus, of course, does 
not have to go down a set track, so that we think you could handle 
more motor-vehicle traffic if you did not have the streetcar traffic out 
in the middle of the street, with these platforms. 

Mr. Witutams. That would not necessarily hold true in the outly- 
ing areas, though; would it? 

Mr. Srencer. No, I do not think it would hold true. I was think- 
ing about the downtown area. 

One other factor about the downtown area, Mr. Congressman, is if 
the streetcars were removed, it would make it possible to set up a lot 
more one-way streets in the downtown area. At the present time, 
these two-way streetcar tracks wind around to such an extent in the 
downtown area that it is very restrictive on the number of one-way 
streets that can be set up, because you find you have a streetcar coming 
up the other way against the traffic that you would like to set up in 
one direction. 

So we could set up more one-way streets and that, in itself, would 
increase very substantially the traffic capacity of those streets and 
probably the speed with which the traffic could be handled downtown. 

Mr, Witu1ams. Have you given thought to the possibility of re- 
taining your streetcar system in the outlying areas, or do you think 
that to be feasible ? 

Mr. Spencer. We felt that because of the more economical operat- 
ing costs of the buses, it would be better to have buses all around. 

Mr. Wiuu1ams. I may say that my information is that streetcars 
at the present time, and I presume Mr. Broadwater will probably 
testify later, are making up the deficit in the bus operation of the 
Capital Transit Co. 

Mr. Spencer. That they make less deficit ? 

Mr. Wiuu1aMs. No, that the streetcars are making up the profit that 
absorbs the loss that they suffer in their bus operations. 

Mr. Spencer. The total income from the streetcar operation is rela- 
tively higher than the bus operation, but I think to a large extent 
that is because the streetcars, in general, operate through the highly 
congested routes where the traffic is heavy, and the buses operate in the 
outlying areas where the passengers are fewer and farther between. 

Mr. Wiiuiams. I have found every area of Washington to be 
heavily congested with traffic. Thank you. 

Mr. Douuiver. I wonder if the Commissioners or any public author- 
ity in the city of Washington has employed somebody to make a 
complete survey of this situation. Has that taken place? 
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Mr. Spencer. Do you mean an engineering survey / 

Mr. Douuiver. Yes. 

Mr, Spencer. The PUC personnel, plus one of the Assistant Engi- 
neer Commissioners, have been working on that for some time, Mr. 
Congressman. We have not employed an outside consultant to do it, 
but we have made, I would say, a very extensive study on the basis 
of doing it with our own personnel. 

Mr. Douuiver. Is that survey completed ? 

Mr. Spencer. It is a preliminary survey. I would say that it was 
complete. We have a study that covers all that which I would be 
willing to make available to the committee. I would prefer to do 
it in executive session or make it available so that the committee mem- 
bers can see it. There are a number of figures in it that we feel might 
somewhat prejudice negotiations with the Capital Transit Co. if they 
were put on the public record here. 

Mr. Douuiver. Has that survey been made available to the prospec- 
tive private operators of this system ? 

Mr. Srencer. I think that the Public Utilities Commission has held 
itself open to give information from that survey to prospective pri- 
vate operators. I would perfer to have you ask that question of Mr. 
Hayes. He could tell you exactly what they have done on that. 

Mr. Doututver. Mr. Hayes, would you care to answer that ? 

Mr. Hayes. Yes, Mr. Congressman. The answer is that we have 
made them available to private enterprise, giving them to understand 
that they were figures which were compiled in the manner as Mr. 
Spencer indicated and that they could take them for such purpose as 
they might see fit. We did make them available in each instance when 
they asked for them. 

Mr. Do.uiver. I understood from previous testimony, both from 
you and the head of the Public Utilities Commission, Mr. Hayes, that 
negotiations have been going on between the Public Utilities Canieaits 
sion and proposed or interested private investors in this enterprise. 
Do you feel that it is now impossible for any private enterprise to go 
into this field and take over the situation and operate a transit system 
for the city of Washington and environs ? 

Mr. Spencer. I would not go as far as to say it is impossible. The 
Public Utilities Commission is still engaged in negotiations with one 
group of people who are interested in a private operation. That group 
is headed by Mr. Edward Carr, the president of the Washington Board 
of Trade. It is possible that they may be able to firm up their proposi- 
tion so that the Public Utilities Commission will be able to recom- 
mend them for a permit. At the present time, however, they are plan- 
ning on a Government guarantee of a loan which would give them the 
necessary capital to start the operation. I think that such a Govern- 
ment guarantee of a private loan to such a company raises some very 
serious questions of policy and also there are questions of whether it 
would be sound and would work well. 

That is one problem that is involved at the present time in the 
negotiations with this group. 

Mr. Dotttver. I am encouraged to hear you say that the Washing- 
ton Board of Trade has interested itself in this problem, it seems to me 
that the business interests of Washington are vitally concerned with a 
provision for public transportation in the District and Maryland, and 
Virginia as well. 
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To what extent has the board of trade interested itself in this? 

Mr. Spencer. Mr. Carr has been very active over the past several 
months in connection with this matter. He has had many conferences 
with business people here in the city to see if they could work up a 
local group that would be ready to finance this enterprise. As I under- 
stand it, he has some people who are interested in it, some merchants 
who are interested in it. I think some of them feel just as you indicate, 
that the business community, particularly in the downtown area, is in- 
terested in this situation. Mr. Carr says that he believes that he might 
get as much as a half million dollars of capital toward this enterprise 
from local business interests. But it has not actually come through at 
this point. I think they are still talking about it. 

Mr. Dotturver. Judging from the bank statements that we have seen 
seca es in the press here, there are ample capital funds in the 
yanks here to finance this or nearly any other kind of an enterprise 
that the business community would get behind, is that not true? 

Mr. Srencer. I think that the business community here is in a 
prosperous condition ; yes, sir. 

So, it is not a matter of lack of capital, it is a matter of lack of will 
on the parts of the local community, then, would you say that? 

Mr. Spencer. I think that is a fair statement of it. 

Mr. Dotuiver. I believe that is all, Mr. Chairman. 

Mr. Harris. Mr. Flynt? 

Mr. Fiynt. Mr. Spencer, would you say that the proposal submitted 
by the Public Utilities Commission for an all-bus system effectively 
precluded private enterprise from operating the transit system in the 
city of Washington ? 

Mr. Spencer. No; I would not say that, Mr. Congressman. I do 
not think it would. I think the fact that we had six groups come in 
here who were interested in the thing, and particularly with that 
Tyding’s group 

Mr. Hate. Would you repeat that? 

Mr. Spencer. I say I do not think what Mr. Flynt says is the fact, 
the fact that the Public Utilities Commission specified an all-bus sys- 
tem precluded private enterprise from coming in. I do not think that 
is true. 

Mr. Fiynr. It is true, however, that it has precluded private enter- 
prise from coming forth with a plan acceptable to the Public Utilities 
Commission ? 

Mr. Spencer. It is true that private enterprise has not come forth 
with a plan. I do not know that it is true that that has precluded it. 

Mr. Fiynr. Under the proposals set out, do you feel that even if 
more time were allowed under Public Law 389, that any private com- 
pany would ever come forth to comply with the terms set out in that 
proposal ? 

Mr. Srencer. I think it is entirely possible one might. 

Mr. Fiynt. Is it your belief that it would take somewhere between 
26 and 30 million dollars to start this company off, a capitalization 
of about that amount ? 

Mr. Spencer. Those figures that were given yesterday were given 
with reference, as I understood it, to an all new bus system. The plan 
that we have in mind for this Authority, of taking over the present 
buses of the Capital Transit Co. plus ordering perhaps 400 new ones, 
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would not require that much capital to start with. It would be, I 
think, below $20 million. 

Mr. Fiynr. I believe I heard you state in response to a previous 
question that you do know of precedents for the exercise of the right 
of eminent domain as to personal property ¢ 

Mr. Srencer. I think that there are such precedents. 

Mr. Fiynt . Could you cite one? 

Mr. Srencer. I do not believe I can offhand, Mr. Congressman, but 
I think we could submit them to you. 

Mr. Fiynr. That will be satisfactory. If we do not receive them, 
we shall assume there are none. 

Now, this proposed legislation would authorize the Authority to 
effectively condemn by right of eminent domain, and possibly, if it 
should be resisted it might be termed a confiscation of two bus com- 
panies which now operate within the area defined in the bill. 

Mr. Spencer. I think the power of eminent domain would not ex- 
tend to other existing bus companies other than the Capital Transit 
Co. 

Mr. Fiynt. What is there in the bill that would limit it to the Capi- 
tal Transit Co.? I may have failed to read it. I thought it was in 
section 7, which I had before me just now. 

Mr. Spencer. The other companies are actually operating outside 
the District of Columbia. You will notice that, on page 14, section 
7 (a), it state that the Authority shall have power to acquire by emi- 
nent domain real property or personal property situated or having a 
legal situs in the District of Columbia. 

Mr. Fiynt. One of them, I believe, is called the Washington & 
Maryland Transportation Co., is that it? Is it the W. M. & V., and 
the A. B. & W.? 

Mr. Spencer. There is one called A. B. & W., and one called 
W.V.&M., 1 think. 

Mr. Fiynt. Where are they situated ¢ 

Mr. Spencer. They are located in Virginia, I believe. 

Mr. Fiynv. So for the purpose of this legislation they would not 
be included under the provision of this ? 

Mr. Srencer. That is right. 

Mr. Frynt. Would the right of the exercise of the power of eminent 
domain extend to all assets of the Capital Transit Co. ? 

Mr. Spencer. Yes, sir, I believe it would. 

Mr. Fiynv. Let us list a few of them. The real property / 

Mr. Spencer. Yes, sir. 

Mr. Fiynt. The rolling stock ? 

Mr. Spencer. Yes, sir. 

Mr. Fiynrt. The office equipment ? 

Mr. Spencer. Yes, sir. 

Mr. Fiynv. The books and records ? 

Mr. Spencer. I do not know about the books and records. I suppose 
the statute is drafted sufficiently broadly so that it could include that. 
But I do not think that the Authority would want to acquire the books 
and records of the Capital Transit Co. 

Mr. Fiynv. If the cost of the new company is somewhere between 
26 and 30 million dollars, would that, in your opinion, entail an in- 
crease in existing fares ? 

74323—56——_10 
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Mr. Srencer. If they acquired all new buses, I do not think it would 
entail an increase in fares, although you would have a larger capital 
investment than the present base. The economies of the modern diesel 
buses are very great, both as to fuel and as to maintenance. Is is my 
understanding from talking to people who are familiar with their 
operations, that those economies should more than offset the increased 
cost of the additional investment. 

Mr. Fiynt. How often would you say that buses have to be re- 
placed? Is it on a per year basis, a per month basis, or a per mile 
basis 

Mr. Srencer. That they have to be replaced ? 

Mr. Fiynr. Yes. What is the average life of a bus? 

Mr. Sprencer. The Capital Transit Co. now has some buses that I 
believe are 14 years old. I think they usually figure on a 10 year de- 
preciation period or 12 years, something of that sort. I would say from 
10 to 14 years was the probable life of a bus. 

Mr. Frynr. What is the average life of a streetcar? What is the 
depreciable life ? 

Mr. Srencer. I could not say,sir. I donot know. 

Mr. Fiynvr. Do you think that a private company would have come 
forward with a proposal which would have been acceptable to the 
Public Utilities Commission if they had made it possible for such new 
company to acquire, profitably, the entire assets of Capital Transit 
Co? 

Mr. Spencer. Well, I think in effect the Public Utilities Commis- 
sion has told anybody who was interested in acquiring the assets of 
the Capital Transit Co., in toto, or the stock, that they would be very 
glad to consider any such proposition, and everybody who was inter- 
ested in that has been given to understand that they could go right 
ahead and set up any sort of deal along that line that they were 
able to. 

Nobody has really worked anything out. There have been people 
who have been interested in it and who have been discussing that. 
We have had a couple of groups who have been working along that 
line. 

Mr. Wriu1aMs. Would the gentleman yield at that point ? 

Mr. Fiynr. Yes, sir. 

Mr. Wiur1aMs. In connection with that, Mr. Spencer, the invita- 
tions that were sent out specified all bus systems. Would you be ina 
position to say whether or not, should a company come forward with 
a proposal for taking over all of the assets of Capital Transit, you 
would consider the idea of setting up a dual bus and streetcar system / 

Mr. Spencer. I think that the Public Utilities Commission has been 
open to that ; yes, sir. 

Mr. Wiu1aMs. However, in your invitations they have been re- 
stricted to an all-bus system ? 

Mr. Spencer. They did state that. But I believe that the Public 
Utilities Commission in discussing the situation with anybody who 
was interested indicated they would be glad to consider the other. 
There again Mr. Hayes, I think, can probably answer that better 
than I can, sir. 

Mr. Witu1aMs. Do you not think that the form in which the invita- 
tions were sent out would preclude any possibility that a company 
would submit a bid along those lines ? 
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Mr. Spencer. No, I don’t think so, because we have had 2 or 3 
groups that have been working along that line for several months. 

Mr. Fiynt. Coming back to the question I asked a few minutes ago 
about the Washington, Maryland & Virginia and the Alexandria, 
Baltimore & Washington, if that is the name of the companies, sec- 
tion 8 (a) reads thusly: 

The Authority shall have the power to acquire in its own name, by purchase, 
lease, gift, or otherwise, on such terms and conditions and in such manner as it 
may deem proper, or by the exercise of the power of eminent domain to the extent 
authorized by this act or the law of any State, all or any part of the facilities, 
plant, equipment, properties, rights in properties, reserve funds, employee pen- 
sion or retirement funds, special funds, franchises, licenses, patents, permits, 
papers, documents, and records of any transportation system within the Wash- 
ington metropolitan area. 

What does that mean ? 

Mr. Spencer. Well, I think that the important part there with 
respect to such companies as the A. B. & W. and the Washington, Vir- 
ginia & Maryland Co. is “by the exercise of the power of eminent 
domain to the extent authorized by this act or the law of any State.” 
Then, if you turn over to section 7 you will see under the section 
under the power of eminent domain, it is expressly limited to 
property having a legal situs in the District of Columbia or any in- 
terest therein. 

So, I think that limitation effectively ties the power of eminent do- 
main into the provisions of section 7 which restricts it to the District 
of Columbia, and thereby excludes the A. B. & W. and the W. V. & M. 

Mr. Fiynt. I just wanted your opinion on that. 

Mr. Harris. Mr. Dollinger ? 

Mr. DouurNeer. Mr. rpeneer, the Commission has been operating 
the transit facilities for about 6 months, is that correct ? 

Mr. Srencer. Do you mean the District Commissioners ? 

Mr. Dotuincer. Yes. 

Mr. Srencer. No, we have not been operating it at all. The Capi- 
tal Transit Co. has been operating it. 

Mr. Dotiuincer. Under your supervision ? 

Mr. Seencer. Well, pursuant to authority that was granted by us 
last August. 

Mr. Doxurncer. I am not very much concerned with who really 
operated the thing. I would like to find out whether or not you have 
compared the records since last August as compared with the records 
of the Capital Transit when they operated it for the last 6 months, 
in other words, for a comparable period, and whether you can give 
us the numbers of passengers on a percentage basis that were carried 
since last August and for a period a year prior thereto. That is, 
whether they carried more or whether they carried less. 

Mr. Sprencer. I am sure they have carried somewhat less, largely 
because of the long strike last summer. We can give those figures to 
you for the record. 

Mr. Doturneer. I am not talking for the whole year, I am talking 
for the period since the end of the strike last summer and the period 
of a year prior thereto. 

Mr. Spencer. I understand what you mean, but after a strike there 
is a dropoff in traffic that is felt for some time afterward. 

Mr. Dotiincer. Has it increased since? 
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Mr. Spencer. I believe that it has been coming up some; yes, sir. 
We can give you the specific figures on that. 

Mr. Dotuincer. Can you also give us the reason, if you know, 
whether it is because of the increase in fare or is it because people in 
the District have gotten used to using their own transportation, what 
could be the reason, if there is a reason ? 

Mr. Spencer. We will give you what we can on that. It is hard to 
break that down. 

Mr. Do.iincer. I am curious to find out basically whether we can 
anticipate in the future that there is going to be sufficient people rid- 
ing the transit facilities. I know there will be a lot of people riding 
it. But I think we ought to know whether the fare you contemplate, 
which is about what you are charging new, will be sufficient, or whether 
we are going to run into another deficit later on and get into the same 
sort of difficulty. I want to be certain that the figure you stipulate 
today will be a figure we can rely upon for the fare to be charged, 
or whether we can anticipate in the future that it will go up to 25 
cents and up and up after that. I think it is important for the com- 
mittee to know. 

Mr. Spencer. We will try to submit to you what ever we can on 
that. 

Mr. Harris. Mr. Chairman? 

Chairman Priest. There is one question I would like to ask of Mr. 
Spencer for a little further elaboration. 

Mr. Commissioner, you mentioned a moment ago the question of 
a $4 million loan which is sought by one of the private groups in their 
efforts to take over the operation of the transit system. As I under- 
stand it, that request simply would involve the loan of $4 million 
directly from the Treasury of the United States. Is that correct? 

Mr. Spencer. What they have in mind, I think, Mr. Priest, is a 
guaranty of a loan by the District of Columbia, and if the District 
of Columbia were called on to make good a default in that loan that 
the District would then be able to call on the Treasury of the United 
States for a loan from the United States Treasury to the District 
Government. 

Chairman Priest. To the District Government; yes. The loan as 
presently contemplated, then, assuming that it might be approved, 
would be to the District Government, rather than to the private oper- 
ators, is that correct ? 

Mr. Spencer. That is correct. 

Chairman Priest. Even so, I think I share your view, as I under- 
stood it, that it does involve a rather broad policy question which, to 
me, has rather considerable weight. 

Mr. Spencer. Yes, sir. d 

Chairman Priest. Let me ask this question: Is there any agency in 
Government that is authorized by the Congress to make loans that 
would be in a position to make such a loan directly at the present time / 

Mr. Sprencer. As far as I know, there is not. } 

Chairman Priest. It is beyond the limitation of the Small Business 
Administration ? 

Mr. Srencer. I believe so, sir. 

Chairman Priest. Would it have been possible under the RFC to 
make a loan of that character ? | . 

Mr. Spencer. I am unable to say definitely, Mr. Chairman. I have 
a feeling that the requirements for RFC loans were such that this 
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probably would not have met them, but I could not say that definitely. 

Chairman Priest. I think so far as I recall, so far as the amount 
of the loan or the guaranty are concerned, RFC would have been in 
a —, maybe, to handle such a proposition. But I am sure that 
SBA would not be. Has the Commission come to any firm resolution 
on the policy matter involved insofar as this request for a loan to the 
District Government is concerned ¢ 

Mr. Spencer. We have not as yet, Mr. Priest, because so far there 
are other aspects of the proposition that have not been firmed up. 
The group that is attempting to set up this enterprise have made cer- 
tain requests with respect to franchise concessions which were not 
entirely satisfactory to the Public Utilities Commission, and they are 
still working on that to see if they can work it out. As soon as that 
has been worked out, if it can be worked out, to the mutual satisfaction 
of the PUC and the new company, then the Commissioners will make 
a policy decision with respect to that loan. 

Chairman Priest. Just one more question, Commissioner: Is there 
any precedents for a loan of this character made by the Treasurer to 
the District Government ? 

Mr. Srencer. I do not think 

Chairman Priest. Or any other type of operation ? 

Mr. Spencer. There are Treasury loans that have been made to 
the District for various things. For instance, we now are borrowing 
money from the Federal Government for the construction of water 
facilities, and some things of that kind, but I do not think there has 
ever been any loan from the Treasury to the District where the Dis- 
trict would pass the money on toa private operator. 

Chairman Priest. Mr. Chairman, I believe that is all for the time 
being. 

Mr. Harris. Mr. Commissioner, I would like to refer back to our 
discussion this morning with reference to the consideration of making 
this a Federal Authority instead of a District Authority. As I under- 
stand, you said this morning that consideration was given to this be- 
coming a Federal] Authority during the course of the time that you 
have studied this problem. : 

Mr. Spencer. Yes, sir. Consideration was given to that, and we 
could see that there were very strong arguments for making this Au- 
thority a Federal instrumentality and for having the members ap- 
pointed by the President. However, after discussing the matter with 
representatives of the Bureau of the Budget and some of the other 
Federal departments, we came to the conclusion that it would be better 
to set it up, at least in the first instance, as a District of Columbia 
instrumentality. 

It was their feeling that this matter is essentially a local one, and 
that there were considerable advantages in handling it as a local 
matter. At the present time, particularly with substantially all of the 
operations that are immediately being contemplated in the District of 
Columbia, it seemed not unreasonable to set it up that way. Also, I 
think there was a feeling on the part of the Federal agencies that this 
Authority could perhaps be set up and a bill passed much more quickly 
if it were set up as a District agency rather than as a Federal agency. 

Mr. Harris. Of course, that was just a matter of opinion expressed 
by someone, I suppose. 
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Mr. Spencer. Yes, I think it was. 
Mr. Harris. The same Congress has to determine whether it is Dis- 
trict Authority or local Authority, is that true ? 

Mr. Spencer. Whether it is Federal or local; yes, sir. 

Mr. Harris. Are there any stumbling blocks toward consideration 
of a Federal Authority that would make it necessary for the Congress 
to consider it a longer period of time than trying to set up a local 
Authority ? 

Mr. Spencer. I do not know that there are, Mr. Chairman. 

Mr. Harris. In view of the fact that you have this problem across 
into Maryland and Virginia, presently, and the contemplated expan- 
sion that was referred to this morning, if it were to become a Federal 

Authority, would it not remove many of the problems? 

Mr. Spencer. My personal opinion, Mr. Chairman, is that it would 
remove certain problems, and that there are some advantages in hav- 
ing the thing set up as a Federal] Authority with appointment of the 
members by the President. 

Mr. Harris. Would you care to express any personal opinion as 
to how you would feel about it should this committee and the Con- 
gress consider a Federal Authority instead of a District Authority ? 

Mr. Spencer. Personally, I would not object to seeing it set up as 

. Federal Authority with appointments by the President. 

Mr. Harris. There was much discussion this morning by Mr. Hin- 
shaw and Mr. Wolverton about the unlimited authority that would 
be given to this organization. Was there any consideration given hav- 
ing at least a veto authority or some approval by some appropriate 
source of the actions of this Authority ? 

Mr. Spencer. I would say consideration was given to that, and it 
was felt that this Authority could serve its purpose better and could 
attract private capital better and could serve the public, really, better, 
if it were set up as we have it set up here. 

Mr. Harris. That is understandable. However, you know, it is 
necessary to attract private capital. The financing, of course, is all 
important. But it would be of little use to obtain capital, organize an 
Authority, and set it up for operation unless there was protection, or 
at least provision made for the protection of the riding public; is that 
not right? 

Mr. Spencer. I do not know just what type of veto you have in 
mind. I do not think it would be appropriate, for instance, to have 
the rates of fares to be charged by this Authority, which is a govern- 
mental agency, regulated by the Public Utilities Commission as they 
would regulate those of a private company. 

Mr. Harris. Would there be any objection to giving the authority 
of the Public Utilities Commissioner or the Interstate Commerce 
Commission, some such organization, approval rights ¢ 

Mr. Srencer. We did not feel that that was necessary, that there 
would be any purpose served by it. 

Mr. Harris. Under this organization you propose here, they can do 
anything they want to; can they not ? 

Mr. Spencer. I do not know about that, but they can fix the fares. 

Mr. Harris. There are no restrictions under the language which 
you read this morning and the explanation you gave? 

Mr. Srencer. T hey can fix fares, certainly, but it seems to me that 
they are a governmental agency and that there is nothing more wrong 
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with having them fix fares than there is with having the Interstate 
Sommerce Commission fix fares. 

Mr. Harris. That is true, and that is the point. There is no appeal 
from any rates or any decision that this Authority would rls 9 is 
there ? 

Mr. Srencer. If the Authority violates the law in any way, then, 
of course, you can go into court. 

Mr. Harris. I know, but this bill is the law. 

Mr. Spencer. If they do not violate the law, there is no right of 
judicial review. 

Mr. Harris. There is no right of review or appeal at all. Under 
the law, if the Interstate Commerce C ommission makes a decision, 
there is the r ight of review, even to the courts; is there not ? 

Mr. Spencer. As I understand the right of review of the a 
of the Interstate Commerce Commission, it is limited, though, 
questions of law or questions of the Constitution, or if the Crna 
acted without substantial evidence. On a question of discretion, 
there is no appeal to the courts. 

Mr. Harris. What would you think about giving some such judicial 
review or some authority to question any decision that the directors 
might make here ? 

Mr. Srencer. I think that right now there is a judicial review with 
respect to questions of law just as there is with respect to the Interstate 
Commerce Commission. 

Mr. Harris. My attention has been called by our colleague here, 
Mr. Hyde, who also introduced a companion bill to the one I intro- 
duced, as you requested, to the provision of section 16, on page 33: 

Any holder of bonds issued under the provisions of this act, or any of the 
coupons appertaining thereto, and the trustee under any trust agreement, except 
to the extent the rights herein given may be restricted by the resolution authoriz- 
ing the issuance of such bonds or by trust agreement, may, either at law or in 
equity, by suit, action, mandamus, or other proceedings, protect and enforce any 
and all rights under the laws of the United States of America 
and so forth. 

What would be your comment as to extending that right, say, to 
any residents or anyone who uses the transportation system ? 

Mr. Spencer. I believe that right now, as this bill stands, a person 
who uses the transportation system could come in with a complaint 
for an injunction or a mandamus action if the Board of Directors was 
acting illegally, or beyond the authority granted them in the statute. 
I think that is all that this section provides with respect to the bond- 
holders. 

Mr. Harris. Would there be any objection, as you can see it, by 
specifically stating it in the law or in the bill? 

Mr. SPENCER. T do not think there would be any serious objection 
to it, but I do not believe it is necessary. That is a question, Mr. Chair- 
man, I would be very glad to have you take up with Mr. Mitchell, who 
I think is a little more familiar with the details of that than I am. 

Mr. Harrts. All right. In connection with these two points that 
T have raised, would you have any comment on making the employees 
of this Authority, or such an Author ity, subject to civil service ? 

Mr. SPENCER. “We have set this up with the employees not subject 
to civil service in order to give the Authority as nearly the same flexi- 
bility in handling its employ ees as a private corporation has. We felt 











146 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


that that was desirable in order to enable them to operate as efficiently 
and as economically as possible. 

We also felt that it was desirable to give the Authority consider- 
able flexibility in the handling of employees because of the transition 
problem involved in changing all of these employees over from what 
is now a private corporation with its system of employee handling 
to the public Authority. I think that the transition is substantially 
simpler as this bill is set up than it would be if they all had to be 
covered into civil service at the time the Authority began operation. 

Mr. Harris. Is it not a fact that many of the problems could be 
solved that otherwise have developed in connection with personnel 
matters ? 

Mr. Spencer. Well, certain problems would be solved if that were 
done. There is no question about that. 

Mr. Harris. You have laid a great deal of stress on the emergency 
here, on the basis that it is necessary to place orders for buses. Is 
there any reason why the Authority could obtain buses more expediti- 
ously than any private operator ? 

Mr. Spencer. Could obtain buses? No, sir; I do not think there 
is. I think they could obtain them in the same length of time as a 
private operator could. / 

Mr. Harris. Then the emergency for the length, of course, is no 
greater from that standpoint than the emergency of getting a private 
operator to take it over and operate a sound system ? 

Mr. Spencer. It is no greater, but it is substantial in both cases. 

Mr. Harris. Would this new Authority be empowered under this 
bill to acquire the Capital Transit Co. through the purchase of its 
stock ? 

Mr. Spencer. Yes, sir; it would be. There is a specific provision 
which would authorize that. 

Mr. Harris. To purchase the stock ? 

Mr. Spencer. Yes, sir. 

Mr. Harris. What is that provision ? 

Mr. Srencer. It is section 6 (b) : 

In exercising the aforesaid powers to acquire a transportation system the 
Authority is hereby authorized to acquire the capital stock of the corporation 
owning such transportation system and the Board and the officers and the agen- 
cies of the Authority are hereby authorized to act as the officers and Board of 
Directors thereof for the purpose of transferring the property and assets of such 
corporation to the Authority and for the purpose of liquidating the liabilities 
thereof and dissolving the same. 

I think that provision would enable the Authority to acquire the 
stock of the Capital Transit Co. and take over the assets physically. 

Mr. Harrts. And keep what part of it you would need for the pur- 
pose of maintaining the system ? 

Mr. Spencer. Yes, sir. 

Mr. Harris. In view of the urgency that you have expressed for 
some type of legislation, and so that the District will not be without 
a transit system next August, and in view of the additional questions 
and the complexity of legislation arising by providing for a District 
of Columbia Authority which could operate in Maryland and Virginia 
as well as in the District, what would you think about limiting im- 
mediate consideration to legislation which governed only the opera- 
tions of the District, leaving the other operations for future consider- 
ation ? 
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Mr. Spencer. Well, I think that there is an advantage in consider- 
ing the Maryland and Virginia operations to the extent that they are 
embodied in the bill as it now stands. The Capital Transit Co. has 
several routes into Maryland which we feel that the Authority should 
continue. Otherwise, those people are going to be left without serv- 
ice next August. We would not want to see that happen. It is true 
that that is a relatively small part of the total mass transit operation 
in this area, but we would not want to see that happen. 

Also, we feel that, as time goes on, it is sound from every point of 
view to have an Authority which will ultimately operate throughout 
most of the metropolitan area. I think that these provisions would 
enable the Authority to do that without having to come back to Con- 
gress and have another act passed. 

Mr. Harris. Now, back to the power of the Authority, on page 8, 
section 5, lines 15 to 21: 

The Authority shall constitute a public body corporate exercising public and 
essential governmental functions, and shall have all of the powers necessary or 
convenient to carry out and effectuate the purposes and provisions of this act, 
and such other powers as may be conferred by Congress without regard to any 
other provisions of law except as otherwise provided in this act. 

Now, I wondered if this could not be made a little bit more specific, 
or could you give us a little fuller explanation of just what that means. 
Is that anything deemed necessary or convenient? That covers the 
field, it seems to me. 

Mr. Svencer. I think that question could probably be better directed 
to Mr. Mitchell than tome. I really could not answer that. 

Mr. Harris. Very well. Now I have one other thing. What would 
be your comment about a suggested provision making it the duty of 
the Authority to operate adequate transportation systems in the areas 
previously served by the Capital Transit Co., and such other areas to 
which the Authority may extend its operation and to provide safe 
and adequate service at reasonable rates ? 

Mr. Svencer. My personal opinion is that there would not be serious 
objection to such a provision. 

Mr. Harris. Thank you. 

Mr. WiuitaMs. Mr. Spencer, getting back to this condemnation idea 
pursued by Mr. Flynt. If we write into this legislation the right of 
this Authority to condemn personal property we will be entering a 
new field of law in the District ; will we not ? 

Mr. Srencer. I think that there are ample precedents for that. I 
could not say whether there are any precedents in the District for 
that or not, sir, but we would be glad to submit to you whatever prece- 
dents there are, in a memorandum. 

Mr. Wituiams. Mr. Spencer, it is my understanding, and I am ask- 
ing this question solely for the purpose of having it clarified, that at 
the present time the District of Columbia Code provides right of 
eminent domain as to real property only. My authority for that is 
title 16, section 619, and the following code sections that are appli- 
cable. 

Mr. Spencer. I think that is correct, sir. 

Mr. Rogers. And if you will yield further, I am considerably wor- 
ried about the question of attempting to amend existing law pertain- 
ing to right of eminent domain in an act to create an authority. I 
think that the right of eminent domain is probably included in such 
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a bill as this is, but I wonder about enlarging the right of eminent 
domain in a piece of legislation whose expressed purpose is to create 
a Transit Authority, presupposing that existing laws will be carried 
out. 

Mr. Witti1amMs. Mr. Spencer, on pages 12, 13, and 14 of the bill, 
beginning with the acquisition and use of property, the section on 
that subject and the power of eminent domain, can you tell me whether 
those two sections, taken in connection with each other, would permit 
the Authority through condemnation proceedings to acquire the capi- 
tal stock of the Capital Transit Co.? You will notice in section 7, on 
page 14, the Authority is granted to acquire by eminent domain real 
property or personal property, tangible or intangible. 

Mr. Srencer. It would be my interpretation of that language that 
the Authority could acquire the stock of the Capital Transit Co. by 
eminent domain, if it was within the District of Columbia. ‘ 

Now I do not know whether they could acquire stock that was held 
all over the country by eminent domain. Some of it might not be in 
Washington. 

Mr. Wiiu1aMs. That stock being owned by individual citizens, it 
could acquire that stock from those citizens, you believe ? 

Mr. Spencer. I believe that it could, although I would be very glad 
to have one of the lawyers that drafted this bill discuss that part. 

Mr. Witi1aMs. I hope that you will discuss that in the memorandum 
that you submit to the committee on that subject. 

Next, getting around to the matter of financing, as I understand this 
proposition, the purpose of this bill is to set up a Transit Authority 
with the Federal Government putting up, in the form of a loan, $20 
million, to be made available to this Authority, and that to be repaid 
to the Federal Government as fast as the Transit Authority could sell 
bonds or get private capital to come into the picture. 

I am wondering if you anticipate that you will have much difficulty 
in selling those bonds when they are backed up only by the faith and 
credit of the transit company ? 

Mr. Spencer. Mr. Cleave, of Blythe & Co., who has had a lot of 
experience with transit authority bonds, and was in charge of the 
financing of the Chicago Transit Authority, has told us that in his 
opinion such bonds could be sold. We have based our thinking on, 
I think, the opinion of the people who are expert in the field. 

Mr. Witurams. Which would be the easier, to sell bonds backed up 
by the full faith and credit of the District of Columbia, or the full 
faith and credit of this Transit Authority ? 

Mr. Spencer. I suppose it would be easier to sell bonds that were 
backed by the credit of the District of Columbia. 

Mr. Witi1ams. Have you and the Commissioners and the Public 
Utilities Commission, and others who are working on this problem 
given thought to the possibility of asking Congress for authority 
to issue what might be called municipal bonds on the District of 
Columbia and let the District of Cohembin make this money available 
in turn to the Transit Authority ? 

Mr. Spencer. I suppose that could be done. We thought it was 
better to get this Transit Authority set up as a separate entity which 
would carry out its own financing and would stand on its own feet. 
If it was tied in as you suggest with actual municipal bonds, probably 
it would be so closely tied into the District Government that we might 
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soon find we were having to subsidize it one way or another with the 
tax revenues. 

Mr. Wii1aMms. Assuming the city of Baltimore should be faced 
with this same problem, it would be necessary for them to do that very 
thing ; would it not ? 

Mr. Srencer. No; I think that they could set up an authority along 
the lines that we are setting one up here. 

Mr. Witu1ams. You mean you think that they would Be able to 
borrow the money from the United States Government ? 

Mr. Srencer. Oh,no. I misunderstood your question. The reason 
that we have that provision for the loan from the United States Gov- 
ernment is primarily a matter of the time element. 

Mr. Wittr1aMs. It isa matter of expedition ? 

Mr. Spencer. Yes. 

Mr. Harris. Mr. Commissioner, let me thank you for the very fine 
presentation you have made. You of course have been put through 
quite atask. You have conducted yourself very admirably and I want 
to compliment you for it. You have certainly shown that you have 
given this a great deal of thought and are quite familiar with the high- 
ly i impor tant, difficult and technical problems. 

Let me for ‘the entire committee thank you very much. 

Mr. Spencer. I thank you very much, Mr. Chairman, and it has 
been a pleasure to appear before your committee. 

Mr. Harris. Thank you, we are glad to have you. 

Did you intend to have anyone ‘else from either of the Commission 
or elsewhere testify at this time? 

Mr. Srencer. I do not believe that there is anything further they 
want to say. We would like to have Mr. Cleave make a statement if 
it is satisf: uctory to the committee, and then Mr. Mitchell. 

Mr. Harris. We intend to get to both of those gentlemen, but at this 
moment let me inquire if there is anyone from the Bureau of the 
Budget here? 

The committee is in receipt of a letter from the Bureau of the 
Budget under date of February 10, 1956, which concludes: 


Apart from recommending revision of the provisions referred to above, the 
Bureau would have no objection to enactment of the legislation. 


That is recommending certain changes. Without objection, it will 
be included in the record at this point. 
(The letter is as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., February 10, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: This will acknowledge your letter of January 31, 
1956, inviting the Bureau of the Budget to comment on H. R. 8901, the Washing- 
ton Metropolitan Transit Authority Act. 

Our comments are confined to certain fiscal and organizational features of the 
bill which would seem to set undesirable precedents. While recognizing that the 
proposed new Authority will require very broad powers to exercise its functions 
efficiently, the autonomy granted to it in some respects would appear inconsistent 
with its public character. We refer specifically to (a) the waiver in section 5 
(a) of any limitations on the powers of the Authority not otherwise provided in 
the act; (0) the contract contained in section 14 signing away all rights of the 
United States of America to limit, alter or restrict the Authority; (c) the limita- 
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tion in section 4 (a) of the grounds for removal of members of the board of direc- 
tors by the Commissioners of the District of Columbia to cases of incompetency, 
neglect of duty, malfeasance in office, or conviction of crime; and (d) the omis- 
sion in section 19 of either any standards for services or fares and other charges 
set by the Authority, or their review by any other Government agency. 

The provisions of sections 27, authorizing limited interim financing by the 
Treasury of the acquisition, construction and operation of the transit system, are 
satisfactory. However, section 18, dealing with the funds and financial trans- 
actions of the Authority is subject to question, since it makes no provision for 
(a) review of the Authority’s budget by either the Commissioners of the District 
of Columbia, or the Congress, (0) disposition of any future surplus of revenues, 
or (c) independent audit by either the Comptroller General or by a private 
auditing firm selected by the Commissioners of the District of Columbia. 

Apart from recommending revision of the provisions referred to above, the 
Bureau would have no objection to enactment of the legislation. 

Sincerely yours, 
RaAtpu W. E. REDD, 
Assistant Director. 


Mr. Harris. Is Mr. Murray, of the Interstate Commerce Commis- 
sion, ane Mr. James Murray, of the Interstate Commerce Com- 
mission, I do not find any report from the Interstate Commerce 
Commission in the files. 


STATEMENT OF JAMES MURRAY, REPRESENTING THE INTERSTATE 
COMMERCE COMMISSION 


Mr. Murray. We are preparing one, but the hearings are held 
earlier than we anticipated and we do not have one prepared : as yet. 

Mr. Harris. Of course, I realize how busy the Commission is, and 
all of the staff. However, we have been urged to proceed with this 
matter because of the so-called emergency volved. 

Mr. Murray. I realize that. I understood that the hearings would 
not be before March. 

Mr. Harris. I donot know where you received that information. 

Mr. Murray. Apparently it was erroneous, of course. We are very 
sorry about it. 

Mr. Harris. Are you in a position to make a statement on behalf 
of the Commission ? 

Mr. Murray. I can comment on some of the items. The Commission 
has not passed on these matters, and I cannot say it is the Commis- 
sion’s views that I express. 

Mr. Harris. Would you carry the message back that this committee 
is involved with a very, very, highly important problem and there are 
many questions that arise here and we are trying to meet the urgency 
that prompts other people. We have been pushed off several weeks 
on this thing, and we are trying to make it convenient for everybody, 
as much as we can. I realize that there are some matters here that 
we could have some help from the Commission, and we should like 
for you to convey the message back that we would like very much 
to have a report and such comments as the Commission cares to make, 

Mr. Mcrray. Yes, sir. I am sure that they will get it to you 
promptly. 

Mr. Harris. And, as Mr. Hale has said here, as quickly as possible. 
Certainly we hope it will be within the next few days. 

Thank you very much. 
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(The report of the Interstate Commerce Commision, later sub- 
mitted, is as follows :) 


INTERSTATE COMMERCE COMMISSION, 
Washington 25, February 28, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


DeaR CHAIRMAN Priest: This letter is written in response to your request 
for comment by this Commission on H. R. 8901, a bill to provide for an adequate 
and economically sound transportation system to serve the District of Columbia 
and its environs. We will not undertake to discuss each and every provision 
of the bill but will comment principally upon those provisions which have some 
relevance to the work of this Commission. We also will comment on some other 
provisions of the bill. 


DEFINITIONS 


Section 3 (d) on page 4, defines the Washington metropolitan area. The 
definition mentions the counties of Montgomery and Prince Georges in Mary- 
land, the counties of Arlington and Fairfax in Virginia and the cities of Alex- 
andria and Falls Church in Virginia. The city of Alexandria is properly men- 
tioned in addition to the name Virginia counties because Alexandria is an 
independent city not within either of the counties. We are informed by the 
city attorney for Falls Church that Falls Church is a city of the second class 
but a part of Fairfax County. This might be regarded as a harmless surplusage 
except that the failure also to mention certain incorporated cities and towns 
in Montgomery and Prince Georges Counties may be regarded as of some legal 
significance, such as with respect to the right to operate within those cities 
and towns. In this connection, section 5 (k) refers to franchises, licenses, etc., 
issued by municipalities. 


ORGANIZATION OF THE AUTHORITY 


Section 4 (a), on pages 5 and 6, provides for the creation of the Washington 
Metropolitan Transit Authority and the appointment and removal of the mem- 
bers of a Board of Directors. It appears from this subsection and throughout 
the bill that the Board of Directors would be responsible to no one, except to 
the extent that they may desire to be reappointed and that there is no appeal 
from their decisions. The members may be removed by the Commissioners of 
the District of Columbia but only for “incompetence, neglect of duty, malfeasance 
in office, or conviction of a crime.” In the case of such removals for cause, it 
obviously is not intended that the person continue to hold office until his suc- 
cessor is appointed and qualifies. It would seem, therefore, that the sentence 
of page 6, lines 7 and 8, should be prefaced by the statement, “Except when 
removed for cause as provided herein,”, or some similar qualification. It also 
is noted that the last sentence of section 4 (a), lines 18-20 on page 7 prevents 
a Director from resigning until his successor has been appointed and qualified. 


CONTRACTS FOR SERVICE BY OTHER CARRIERS 


Section 5 (1) apparently provides that the Authority may enter into contracts 
with other carriers for the performance by the other carriers of transportation. 
We suggest that the status of these contractees be clarified, as to whether they 
have the status, privileges ahd exemptions accorded to the Authority in the bill, 


or whether, for example, they are subject to the Interstate Commerce Act as 
carriers. 


ACQUISITION OF OPERATIONS AND PROPERTIES OF OTHER CARRIERS 


Section 6 (a) authorizes the Authority to acquire by voluntary purchase or 
other arrangement, the property, franchises, etc., of any transportation system 
within the Washington metropolitan area. There is a question as to what is 
meant by “any transportation system within the Washington metropolitan area.” 
Does it refer to that portion of any transportation system conducted within the 
metropolitan area or does it refer to carriers operating wholly within such area? 

There are nine or more interstate buslines operating within the metropolitan 
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area but each of them also operates outside the area. The operations outside the 
area by some of these carriers are regular route operations while the outside 
operations of others is in special or charter service. The regular route oper- 
ations of Capital Transit, for example, are wholly within the area but the com- 
pany holds authority to do so and we understand engages in charter operations 
to all points in Maryland and Virginia and during the racing seasons it conducts 
special operations to numerous racetracks in Maryland outside the area. Capital 
Transit also owns the Montgomery Bus Line which operates within the area 
between Washington and Rockville. Montgomery Bus Line is authorized to 
transport charter parties to all points in the United States, but we understand 
that it conducts little or no charter operations. A list of these buslines operating 
into Washington and a brief summary of their operations is attached hereto as 
appendix A. 

Related, also,’is the extent of the power of eminent domain conferred by 
section 7 (a). It will be noted that the last sentence of that subsection excludes 
from the power, “property of a railroad or public utility operating transportation 
facilities extending beyond the boundaries of the Washington metropolitan area 
which property is required for the operation of such transportation facilities 
of such railroad or public utility.” It may be that the language “operating 
transportation facilities extending beyond the boundaries” includes only public 
utilities such as railroads which literally have transportation facilities extending 
beyond the boundaries of the metropolitan area and not merely operations 
extending beyond such area. If operation beyond the area is sufficient to invoke 
the exception in section 7 (a), since all buslines operate, in one way or another, 
to points outside the area, it may be that the power of eminent domain would 
upply only to such property as is not required for the operation of such buslines. 
It may be that the intended meaning would be expressed if section T (a) were 
changed to apply only to property, facilities, etec., used, or held for use, in 
conducting local operations within the metropolitan area. This, however, would 
authorize the authority to take by eminent domain that portion of the properties 
of any busline operating into Washington. In this connection, it appears that 
only one busline operating into Washington, other than Capital Transit, has 
authority to conduct intrastate operations within the District of Columbia. That 
carrier is the W. M. A. Transit Co., which has certain District of Columbia 
intrastate passenger authority within Southeast Washington. 


RATES AND SERVICE 


Section 19 confers upon the Authority, without regard to any other law of the 
United States or of the District of Columbia, power to make all rules and 
regulations governing its service and the rates to be charged. This includes 
authority as to all matters except as provided in section 23. Section 6 (c) 
authorizes the Authority to establish through routes and joint rates with other 
carriers operating within or without the area. 

There is no requirement that the Authority shall furnish reasonable and 
adequate service, without discrimination, prejudice or preference, or that its 
rates shall be reasonable, nondiscriminatory and that they shall not prejudice 
any person, locality or area in comparison with other persons, localities or 
areas. Section 2, on page 3, does, however, say that the object of the bill 
is to provide adequate service in the metropolitan area at reasonable rates. No 
one is entitled to be heard before any service is changed, rule adopted or rate 
established, and no opinion or report explaining the action taken is required. 
No advance notice of any change is necessary and there is no provision for the 
posting of such rules and rates for public information. It appears that the 
Authority is vested with complete discretion and that its judgment is not sub- 
ject to review in the courts or by any other authority. The absence of standards 
provide no measure by which the courts may judge the correctness of the Author- 
ity’s action. There is no rule of ratemaking such as that in section 15a, sec- 
tion 216 (h) and (i), and other parts of the Interstate Commerce Act. We sug- 
gest that careful consideration be given to the question whether such an absolute 
and unrestricted power should be given to the Authority. 

Section 6 (c) authorizes the Authority to establish through routes and joint 
rates with other carriers, most, if not all of whom, will be subject to the Inter- 
state Commerce Act. It does not appear, however, that it was intended that 
these through routes and joint rates, or the divisions thereof, shall be subject 
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to the Interstate Commerce Act, or even that such rates shall be published, kept 
open for public inspection or filed with the Commission. It appears to have been 
intended that the Authority shall have an absolute discretion in such matters. 
To the extent that the service with which that of the Authority is to be joined 
under through rates, is subject to the Interstate Commerce Act, it is our opinion 
that the through service, the rates and the divisions of revenue should be sub- 
ject to the Interstate Commerce Act. 

In this connection, the Commission, over the violent objections of the Capital 
Transit Co., has required the establishment of joint fares between the Capital 
transit and certain Virginia buslines applying between points on the lines of 
the Capital Transit and the Pentagon. This issue was twice carried to the 
Supreme Court by Capital Transit. Additional joint arrangements may at 
any time be required in the public interest. It should be noted, however, that 
the authority to establish through routes and joint rates is not limited to such 
local service but may include through routes and joint rates to any place. 

It may be mentioned that the exemption in section 203 (b) (8) of the Inter- 
state Commerce Act has little application to buslines in this area, other than 
Capital Transit, because they do not have intrastate authority within the District, 
which is a requisite to the application of the exemption. 


CLAIMS AND SUITS 


Section 22 (a) provides that no action against the Authority for unliquidated 
damages to person or property shall be maintained unless within 6 months 
after the injury or damage was sustained, notice in writing of the time, place, 
cause and circumstances is given to the Board by the claimant or his agent. This, 
presumably differs from the generally applicable statutes of limitation and from 
limitations in the Federal Tort Claim Act. Privately owned carriers have been 
and must continue to operate under the general statutes of limitation. We see 
no particular reason for adding complications to the affairs of members of the 
public by prescribing a special statute for this Authority. 


VEHICLE REGULATION 


Section 23 states that the Authority shall be subject to all statutes and rules 
and regulations promulgated by proper authority relating to the regulation and 
control of traffic and the operation and safety of vehicles. It is not clear whether 
this is intended to preserve the jurisdiction of this Commission with respect to 
safety of operations, standards of equipment and magimum hours of service 
of employees whose activity affect safety of operations. Whether this Com- 
mission’s jurisdiction shall continue should be made clear. 


POLICING OF AUTHORITY PROPERTY 


Section 24 (b) authorizes the Board of Directors to make and enforce “all 
such usual and reasonable regulations as they may deem necessary for the pro- 
tection of lives, limbs, health, comfort and quiet of passengers and the protection 
of the property of the Authority.” The Board is authorized to prescribe pen- 
alties for the violation of such regulations and provision is made for the prose- 
cution of violators in the District and United States courts. 

Common carriers have the right to make reasonable rules governing their 
rendition of service and enforce them by excluding those not meeting the condi- 
tions. This is covered by section 19. These rules must, of course, be consistent 
with the carriers duty to render service. Here, however, the Authority would 
not make rules of that kind but would prescribe criminal penalties enforceable 
in the courts. Administrative agencies often are authorized to prescribe rules 
enforceable by penalties, but their jurisdiction generally is limited to the reg- 
ulated industry and relates to the objects set out in the regulatory statute. Here 
you have an operating company authorized to make rules imposing penalties 
which may apply to the general public. It is not limited to the conduct of 
passengers while traveling on vehicles of the company. Usually only public 
agencies such as municipal corporations are authorized to make such rules; in 
fact this authority probably overlaps and conceivably conflicts with that of the 
District Commissioners. Privately owned carriers have been operating and must 
continue to operate under the protection of the general law, and we do not favor 
the idea of an additional lawmaking body prescribing penalties to be imposed 
upon those with whom it may come into conflict. 
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INVESTIGATIONS 


Section 25 confers upon the Authority power to hold hearings and investigate 
all matters relating to public transportation and the management thereof within 
the District of Columbia, the enforcement of its resolutions, rules and regula- 
tions, and the action, conduct, and efficiency of its officers, agents, and employees. 
The bill states that these may be done “without regard to the provisions of any 
other law and the procedures established thereby.” 

As a corporation and an employer, the Authority would be entitled to investi- 
gate the conduct, action, and efficiency of its staff. The investigation of the 
enforcement of its resolutions, rules, and regulations may involve its own police 
staff or it may involve members of the public. The authorized procedure may 
be used in determining what rates shall be charged or what rules or regulations 
shall be prescribed, or what service is needed. There is, however, no indication 
that any interested party is entitled to be heard or that such matters will be 
determined on the record made at such a hearing. 

In aid of this investigatory power, the Authority is given subpena power, 
with respect to all except officers, employees and representatives of existing 
transportation companies within the Washington metropolitan area. The dis- 
tance from which persons may be required to respond to such a subpena is not 
stated, but the statement that such subpenas may be served by any member of 
the Metropolitan Police force and may be enforced by the United States District 
Court for the District of Columbia suggests that they may have been intended 
to be effiective only within the District of Columbia. This should be clarified. 
In any event, since the Authority will operate in Maryland and perhaps in 
Virginia, it is not clear why provision was not made for the conduct of investi- 
gations and hearings also in those States. 


EXCLUSIVE OPERATING AUTHORITY 


Section 26 (a) confers upon the Authority exclusive operating rights in the 
District of Columbia, except existing carriers and their successors may continue 
their operations. Section 26 (b) authorizes the Authority to operate between 
all points in the Washington metropolitan area without obtaining authority under 
any other law or laws of the United States or the District of Columbia, except 
it shall not commence operations in competition with an existing service. 

The bill prohibits the Interstate Commerce Commission from granting any 
new authority for the transportation of passengers within the metropolitan area 
and from extending any@such existing authority, if the authorization or exten- 
sion would be competitive with the operations of the Authority, without the 
consent in writing of the Authority. 

The Commission may have occasion to authorize an inter-city bus route through 
the metropolitan area. Generally, we do not place restrictions upon service at 
points on such a route so that a carrier may discharge passengers from points 
outside the area or pick up passengers destined to points beyond the area but 
may not receive passengers within the area who are traveling to another point 
within the area. Some people prefer to ride these intercity buses between points 
within the metropolitan area and we do not consider it to be in the public interest 
to deny this service to the extent that it can be furnished by regular scheduled 
intercity buses. On the other hand, we agree that where the Authority or other 
earriers are furnishing reasonable and adequate service within the area, we 
should not authorize these intercity lines to operate schedules within the area 
in the mass transportation of local passengers. We do not believe that the inci- 
dental service of intercity lines would constitute any threat to the Authority. 
On the other hand, perhaps the arrangement proposed in the bill would work 
out satisfactorily. The Capital Transit does not now operate into Virginia and 
unless the Authority should institute such operations, these provisions would 
not have any effect upon the institution or extension of operations within that 
State. 

ISSUANCE OF SECURITIES 


Sections 14, 15, and 16 confer upon the Authority very broad authority to 
issue securities without regard to the jurisdiction of this Commission or the 
Securites and Exchange Commission. 
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GENERAL COMMENT 


Throughout the bill there are provisions which either expressly or inpliedly 
exclude the jurisdiction of this Commission. In some instances, as in the case 
of section 25, relating to safety regulations and section 6(c), relating to through 
routes and joint rates with other carriers, the application of the Interstate Com- 
merce Act is not clear. We recommend that the Interstate Commerce Act be 
amended specifically to exclude from the jurisdiction of this Commission, what- 
ever exclusions are intended, so there will be no doubt as to jurisdiction. 

The Commission does not desire to exercise any jurisdiction over mass passen- 
ger transportation within the Washington area. The public interest might well 
be served by a local board which can give its entire time to those matters. For 
the reasons indicated herein, we cannot endorse this bill in its present form. 
We are inclined to the view that an operating company, such as is proposed, 
may develop attitudes and points of view that are induced more by its operating 
and financial problems than by the public interests in efficient and convenient 
transporation. For this reason we are of the opinion that there should be some 
agency independent of the Authority to whom people may appeal from decisions 
of the Authority. We also are of the opinion that the bill goes too far in making 
the Authority, not only an operating company, but at the same time the maker 
of the law which governs its relations with the persons with whom it deals. 

Respectfully submitted, 

ANTHONY ARPAIA, Chairman. 


APPENDIx A 


Capital Transit Co., Washington, D. C. (1. C. C. Docket No. MC-75289) 


Regular route operations within the District of Columbia and nearby portions 
of Montgomery and Prince Georges Counties, Md., are conducted within the 
exemption in section 203 (b) (8) of the Interstate Commerce Act. 

Engages in charter operations to all points in Maryland and Virginia and 
conducts special operations to racetracks in Maryland within and beyond the 
metropolitan area. These operations conducted under certificates issued by this 
Commission. 

Capital Transit owns Montgomery Bus Line, Inc., which operates between the 
District of Columbia and Rockville, Md., and intermediate points, under Inter- 
state Commerce Commission authority, I. C. C. Docket No. MC-—77476. Is author- 
ized to transport charter parties to any place in the United States but our 
understanding is that it conducts little or no charter operations. 

Capital Transit has joint rates with W. V. & M., and A. B. & W., applying 
between points on Capital Transit lines and the Pentagon. 


Washington, Virginia € Maryland Coach Co. (W. V. & M.), 707 North Randolph 
Street, Arlington. Va., sometimes called Arnold Lines (I. C. C. Docket 68167) 


Operates between District of Columbia and Arlington and Fairfax Counties. 
No intrastate authority in the District of Columbia. All interstate operations 
subject to regulation under the Interstate Commerce Act. 

Is authorized to conduct charter operations from territory served by its reg- 
ular routes to all points in the United States. Has substantial charter oper- 
ations. 

Has joint rates with Capital Transit applying to the Pentagon. 


Alexandria, Barcroft €. Washington Transit Co., 600 North Royal Street, Alez- 
andria, Va. (I. C. C. Docket No. MC-—1800) 

Operates regular routes District of Columbia, Arlington and Fairfax Counties, 
Va., and Alexandria, Va. No District of Columbia intrastate authority. All 
interstate operations regulated under the Interstate Commerce Act. Is author- 
ized to conduct charter operations from territory served by its routes to any 
place in the United States. Conducts some charter operations. Has joint 
fares with Capital Transit applying to Pentagon. 

W. M. & A. Transit Co., 4421 Southern Avenue SE., Washington, D. C. (J. C. C. 
Docket No. MC-3677) 

Operates regular routes District of Columbia and Prince George, Charles and 
Calvert Counties, Md. Also operates between Solomon’s Island and Baltimore, 
Md., including interstate service. Has District of Columbia intrastate operations 
between downtown Washington and portion of Southeast Washington, beyond 
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Sousa Bridge. Regular route operations extend beyond the proposed metropoli- 
tan area. Has charter rights from territory served by regular routes to all 
points in the United States. Engages in extensive charter operations. Interstate 
operations regulated under the Interstate Commerce Act. Has transfer arrange- 
ments with Capital Transit with respect to District of Columbia operations, 
limited to three transfer points. 


Thomas Parran Jr., doing business as Suburban Transit Co., 10715 Colesville, 
Road, Colesville, Md. (1. C. C. Docket No. MC-114340) 

Operates between downtown Washington and points in Montgomery and 
Prince Georges Counties, Md. No intrastate operations within the District of 
Columbia. All interstate operations regulated under the Interstate Commerce 
Act. Is authorized to conduct charter operations from territory served by its 
regular routes to all points in the United States. Understand charter operations 
not extensive. Has no joint rates with other lines. 


Atwood Transport Lines, Inc., 419 New Jersey Avenue NW., Washington, D. C. 
(I. C. C. Docket No. MC-108452) 

Operates over regular routes between Washington and Point Lookout, Md., 
through Prince Georges and Charles Counties, Md. No District of Columbia 
intrastate operations, but operations include transportation in interstate com- 
merce between points in the proposed metropolitan area. All interstate opera- 
tions regulated under the Interstate Commerce Act. Is authorized to conduct 
charter operations from territory served by its regular routes to all points in 
the United States. Has substantial charter operations. No joint rates with 
other lines. 


Virginia Stages Lines, Inc., 401 East Water Street., Charlottesville, Va. (I. 0. C. 
Docket No. MC-59238) 

Operates regular routes service between Washington, D. C., and numerous 
Virginia Points, including service between Washington and points in Arlington 
and Fairfax Counties, Va. Has joint rates with other inter-city bus lines. Is 
authorized to conduct charter operations from points served by its regular routes 
to all points in the United States. Conducts charter operations from points in 


the metropolitan area. All interstate operations regulated under the Interstate 
Commerce Act. 


Safeway Trails, Inc., 820 T Street NE., Washington, D. C., (I. C. C. Docket No. 
MO-84728) 

Operates regular routes between Washington and points in various States, 
including Maryland, Pennsylvania, New Jersey, and New York. No District of 
Columbia intrastate operations, but transports between Washington and points 
in Prince Georges County, Md., on its regular routes. It is understood that some 
busses make turnaround trips within the metropolitan area. Has joint rates 
with other intercity bus lines. Is authorized to conduct charter operations from 
territory served by its regular routes to all points in the United States, and 
engages in substantial charter operations. All interstate operations regulated 
under the Interstate Commerce Act. 


Marcus Dixon, doing business as Federal Coach Lines, Bor 210A, R. F. D. No. 
4, Bikridge 27, Md. (I. C. C. Docket No. MC-—113369) 

Operates regular route between Washington D. C., and Benedict, Md., through 
Prince Georges and Charles Counties, Md., including service between points in the 
metropolitan area. Is authorized to transport charter parties from territory 
served by its regular route to any point in the United States. Extent of charter 
operations unknown. All interstate operations regulated under the Interstate 
Commerce Act. 


Greyhound 

Several Greyhound Lines operate regular routes between Washington and 
points in other States. Those operations include the transportation of passen- 
gers between points in the metropolitan area. It is understood that some bus 
runs are wholly within the metropolitan area. These carriers also engage in 
charter operations from points in the metropolitan area to all points in the United 
States. No District of Columbia intrastate operations. All interstate opera- 
tions regulated under the Interstate Commerce Act. 


Mr. Harris. Mr. John W. Macy, Jr., Executive Director of the 
Civil Service Commission. Mr. Macy, I have here a letter from your 
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Chairman submitting a memorandum of two pages, in connection with 
the report. I assume that you would like this to be included in the 
record. 


STATEMENT OF JOHN W. MACY, JR., EXECUTIVE DIRECTOR OF THE 
CIVIL SERVICE COMMISSION 


Mr. Macy. Yes, sir. 

Mr. Harris. Without objection, it will be included at this point and 
we will be glad to have any further comment that you wish to make. 

(The letter is as follows :) 


UNITED STATES CIvIL SERVICE COMMISSION, 
Washington 25, D. C., February 17, 1956. 
Hon. J. Percy PRIEsT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, United States Congress. 

DeaR Mr, Priest: On January 31, 1956, you requested a report on H. R. 
8901, a bill to provide for an adequate and economically sound transportation 
system or systems to serve the District of Columbia and its environs, to create 
and establish a public body corporate with powers to carry out the provisions 
of this act, and for other purposes. 

Since the Commission is not Officially concerned with the basic purpose of 
the proposed legislation, we will limit our comments to the personnel provisions. 

Section 20 would authorize the Board of Directors of the proposed Washington 
Metropolitan Transit Authority to establish an independent personnel system 
for its employees on the basis of merit and fitness. The section forbids dis- 
crimination on political, religious, or racial grounds. In view of the nature of 
the Authority and its functions, it seems reasonable that the personnel system 
should be independent of the Federal merit system and of the personnel systems 
presently governing employment in the municipal government of the District 
of Columbia. 

We believe it fair to assume that if this bill is énacted the Board of Directors 
will provide, after a study of the experience and problems of other similar public 
authorities, a wise and equitable personnel and employee relations policy suited 
to the needs of the Authority. 

The Bureau of the Budget advises us that there is no objection to the sub- 
mission of this report to your committee. 

By direction of the Commission. 

Sincerely yours, 
JOHN W. Macy, Jr. 
(For and in absence of Philip Young, Chairman. ) 

Mr. Macy. I believe the comments of the Civil Service Commission 
are embodied in the report that you referred to. The Civil Service 
Commission interest is limited primarily to section 20 of H. R. 8901, 
the section pertaining to personnel. It is the view of the Civil Service 
Commission that it is appropriate in this legislation to make it possible 
for the proposed public Authority to establish an independent person- 
nel system. That is a system independent from the Federal civil serv- 
ice or the District of Columbia civil service. Our feeling along that 
line is supported by the view that first this is a very unique and unusual 
public activity insofar as the Federal Government is concerned. 

Secondly, it is that there would be certain complications with re- 
spect to existing statutes and regulations pertaining to civil-service 
personnel which might complicate this operation, and thirdly, that 
there is an awareness on the part of the Civil Service Commission that 
there is great need for expedition in this particular operation and 
therefore a system that would provide maximum flexibili‘y is desir- 
able. 
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Further, there is the natural complication that comes from a public 
authority taking over the going operations of a privately constituted 
enterprise with many existing personnel policies and obligations. 
There are policies and obligations that the new Authority would have 
to recognize in order to assure continued operation of a critical public 
facility. That in general, Mr. Chairman, represents the view of the 
Civil Service Commission and it clearly would be our preference not 
to have this activity a part of what is generally known as the Federal 
civil service. I would be pleased to answer any questions on the views 
of the Commission if the committee desires. 

Mr. Harris. Are there any questions ? 

You would like to make it very clear that the Civil Service Com- 
mission does not recommend that the personnel under this Authority 
become a part of the civil-service program, would you not? 

Mr. Macy. I would like to leave absolutely no doubt on that point. 
It is clearly the view of the Civil Service Commission that it does 
not desire to see the employees of this Authority a part of the civil- 
service system. 

Mr. Harris. Are the other employees of the District of Columbia 
subject to the civil-service rules and regulations ? 

Mr. Macy. Mr. Chairman, that is a very searching question. There 
are several different personnel systems involving the employees of 
the various agencies of the District of Columbia government. Some 
of the activities are under the civil service, some are not, and some 
are partially under, and partially out, and it is the current view of 
the present Civil Service Commission that as soon as it is feasible 
there should be a separate merit system adapted to municipal opera- 
tions established for the District of Columbia separate from the Fed- 
eral civil service. However, that is not particularly germane to your 
question. 

Mr. Harris. It is highly interesting, though. If it is going to be 
necessary, I do not know why we could not give some thought start- 
ing with it right here. However, I do recognize that is a problem 
that belongs to another committee. 

Chairman Priest. I might ask this question. Being from Ten- 
nessee I am quite familiar with the operation of the Tennessee Valley 
Authority. They are not under the regular Federal civil service but 
the Authority has developed a merit system very similar to the Fed- 
eral civil-service system. Is that somewhat what you have in mind? 

Mr. Macy. That is correct, Mr. Priest, and in fact those of us in 
the Federal personnel business view with high favor the TVA per- 
sonnel system. We feel that because of the unique qualities of that 
operation it was appropriate in 1933 to establish it outside of the 
civil-service system but with certain basic merit characteristics built 
into the plan. 

Mr. DotiiNneGer. I am interested in knowing whether or not you are 
familiar with the system used by the port authority in New York? 

Mr. Macy. Mr. Dollinger, only in very general terms. I am not 
familiar with the details of it. 

Mr. Dotitnerr. I am only referring to the personnel. Are they 
civil-service employees ? 

Mr. Macy. It is my understanding, sir, that they have a separate 
system designed just for the port authority. 

Mr. Dotirncer. The same as Mr. Priest mentioned for TVA? 
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Mr. Macy. That is right. 

Mr. Harris. Thank you very much. 

Mr. Harris. Mr. Bruce L. Carson, Assistant General Counsel of 
the Securities and Exchange Commission. 


STATEMENT OF BRUCE L. CARSON, ASSISTANT GENERAL COUNSEL 
OF THE SECURITIES AND EXCHANGE COMMISSION 


Mr. Harris. We have a letter here from your Chairman, together 
with a memorandum. I assume that you would like it to be included 
in the record ? 

Mr. Carson. Yes, sir, Mr. Harris. The memorandum contains the 
views of the Securities and Exchange Commission on this proposed 
bill. 

Mr. Harris. Without objection it will be included in the record at 


this point. 
(The information is as follows :) 


MEMORANDUM OF THE SECURITIES AND EXCHANGE COMMISSION ON H. R. 8901, 
S4rir CONGRESS, A PROPOSED WASHINGTON METROPOLITAN TRANSIT AUTHORITY 
ACT 


Section 4 of H. R. 8901 provides for the creation of a public body corporate of 
perpetual duration to be known as the Washington Metropolitan Transit Author- 
ity, which shall be an agency and instrumentality of the District of Columbia. 
The powers of the Authority would be vested in a board whose members would 
be appointed by the Commissioners of the District of Columbia. Sections 9 and 
10 authorize the Authority to issue bonds secured by transit properties and 
revenues. Section 15 makes it clear that such bonds shall not constitute a debt 
or liability of the United States or of the District of Columbia. Section 17 (b) 
exempts the bonds and interest thereon from Federal and District of Columbia 
taxes (except estate, inheritance and gift taxes) and from State and local taxes. 

Section 10 (c) provides: 

“(¢) Bonds may be issued under the provision of this act by the Authority 
without obtaining the consent of any department, division, commission, board, 
bureau, agency, or officer of the District of Columbia or of the United States of 
America, and without any other proceeding or the happening of any other condi- 
tions or things than those proceedings, conditions, or things which are specifically 
required by this act.” 

This provision would exempt bonds issued by the Authority from the registra- 
tion requirements of the Securities Act of 1933, which are designed to provide 
information to investors with respect to publicly offered securities, and from the 
requirements for qualification of trust indentures under the Trust Indenture 
Act of 1939, which are designed to safeguard the rights and interests of bond- 
holders. The exemption so provided would be analogous to the following exemp- 
tion from these statutory requirements now provided by section 3 (a) (2) of 
the Securities Act: 

“Fixcept as hereinafter expressly provided, the provisions of this title shall not 
apply to any of the following classes of securities: 

* * eo * * By * 


“(2) Any security issued or guaranteed by the United States or any Territory 
thereof, or by the District of Columbia, or by any State of the United States, or 
by any political subdivision of a State or Territory, or by any public instrumen- 
tality of one or more States or Territories, or by any person controlled or super- 
vised by and acting as an instrumentality of the Government of the United States 
pursuant to authority granted by the Congress of the United States, * * *.” 

Section 304 (a) (4) of the Trust Indenture Act makes the foregoing exemption 
applicable under that statute also. 

It will be noted that section 3 (a) (2) of the Securities Act exempts, among 
other things, securities issued or guaranteed by “any public instrumentality of 
one or more States or Territories.” It does not expressly exempt securities issued 
or guaranteed by a public instrumentality of the District of Columbia, so that, 
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except for the proposed exemption in section 10 (c) of the bill, the registration 
requirements of the Securities Act and the qualification requirements of the 
Trust Indenture Act would appear to be applicable to bonds issued by the 
Authority. 

As the Commission views it, the question raised by the proposed exemption from 
the Securities Act and the Trust Indenture Act is not primarily whether the 
Authority’s bonds would be safe investments or whether the information and 
safeguards provided by the Federal securities laws would be of value to inves- 
tors in such bonds, but rather whether the general congressional policy of not 
applying these laws to Federal, State, and Territorial instrumentalities should 
be extended to instrumentalities of the District of Columbia. The Commission 
is of the opinion that the proposed exemption for bonds of the Authority would 
be consistent with the present statutory pattern of the Securities Act and the 
Trust Indenture Act. 

It may be noted that the Atuhority’s bonds would, in any event, be exempt 
from the Securities Exchange Act of 1934. Section 3 (a) (12) of that act exempts 
obligations of “any agency or instrumentality of a State or any political sub- 
division thereof,” and section 3 (a) (16) defines the term “State” for purposes 
of the Securities Exchange Act to include the District of Columbia. 

Mr. Harris. Now, you may make any further statement that you 
desire to have to the committee. 

Mr. Carson. I have no further statement to make on behalf of the 
Commission. I think our view is contained in the memorandum. In 
general, the memorandum only covers the provisions of 10 (c) of the 
proposed act which would have the effect of exempting bonds issued 
by the Washington Metropolitan Transit Authority from the require- 
ments of the Security Act of 1933 and the Trust Indenture Act of 1939. 

The Commission believes it is consistent with the pattern of exemp- 
tion under the 1933 and the 1939 act, and I think that the Commis- 
sion’s view is fully set forth in the memorandum which is in the record. 
If there are no questions, I think that completes our statement. 

Mr. Harris. Are there any questions? Let me ask you, Mr. Car- 
son, this question: I understand that at the request of the staff of this 
committee, you have reviewed the provisions of the bill with reference 
to the provisions for the issuance of bonds and other securities and 
found nothing in these provisions which might be considered incon- 
sistent with the provisions of the Trust Indenture Act of 1939? 

Mr. Carson. That is correct. That has not been taken to the Com- 
mission and that is not the Commission’s view, but the staff of the 
Commission has done that. May I say that this type of bond is not the 
sort of a bond that is generally issued pursuant to the trust indentures 
and which we are familiar with under the Trust Indenture Act. 

Chairman Priest. You say it was not generally similar ¢ 

Mr. Carson. That is right. You see, this is more or less a revenue 
bond of the type issued by municipalities and authorities of various 
kinds that are exempt from the operations of our act. The authority 
in Chicago is a classic example of that type, and we have no regulatory 
powers over those bonds and we have no experience in dealing with 
them. : 

Mr. Harris. Thank you very much. I do appreciate the fact that 
there has not been too much time to get the entire views of some of 
these agencies in connection with a matter of this kind, and I fully 
realize how difficult it is sometimes to get these reports in. pte 

Nevertheless, we have been urged to go into this matter and it is 
necessary to have these reports. htt 

Mr. Hatz. I just want to ask one question. Would the obligations 
of this Authority be subject to the Securities Act ? 
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Mr. Carson. They would not under this proposed bill, Mr. Hale. 

wid Aiate. You mean the bill specifically provides that they shall 
not be ¢ 

Mr. Carson. The bill so provides, that they will be exempt from the 
operations of the Securities Act of 1933, that is the effect of the ex- 
empted provisions of 10 (c). May I say on that score that all other 
bonds of similar type issued by States, by authorities created under 
State law are presently exempt. It is perhaps the peculiar wording of 
the 1933 act that raises a question. 

Mr. Harz. These turnpike bonds, are they exempt, too? 

Mr. Carson. They are exempt from our act, and we have never had 
anything that would lead us to believe that the exemption was not 
perfectly appropriate. 

Mr. Hare. And the Chicago Transit Authority bonds are also 
exempt ; are they not ? 

Mr. Carson. Yes, under the Securities Act, and also under the Trust 
Indentures Act. 

Mr. Hate. So these bonds would be doubly exempted, both under the 
Securities Act and under the language of this particular legislation ? 

Mr. Carson. No, if it was not for the provision in this bill they 
possibly would come under the Securities Act and the Trust Inden- 
tures Act. That is because of the peculiar wording of the 1933 act, 
which did not, I take it, contemplate that an instrumentality of the 
District of Columbia would be issuing bonds. Of course, if the Au- 
thority was made as suggested here as a possibility, an instrumentality 
of the United States Government, this provision would not be neces- 
sary in the act, since an instrumentality of the United States Govern- 
ment would clearly be exempt from the Securities Act of 1933. 

Mr. Hate. It still is not clear to me what the difference is between 
this and the Chicago Transit Authority unless it is the specific 
language. 

Mr. Carson. It is the language of section 3 (a) (2), of the Securities 
Act of 1933, that exempts an instrumentality of a State but does not 
exempt the instrumentality of the District of Columbia from the opera- 
tions of the Securities Act of 1933. 

Mr. Hatz. The District of Columbia is not a “State” under the Se- 
curities Act of 1933 ? 

Mr. Carson. It is not under the Securities Act of 1933 although it is 
under the Securities Exchange Act of 1934. 

Mr. Harris. Let the record be corrected accordingly. 

Do we have anyone from the General Accounting Office ? 


STATEMENT OF CHARLES E. ECKERT, LEGISLATIVE ATTORNEY, 
OFFICE OF THE COMPTROLLER GENERAL, ACCOMPANIED BY 
WILLIAM A. NEWMAN, ASSOCIATE DIRECTOR OF AUDITS, OFFICE 
OF COMPTROLLER GENERAL 


Mr. Eckert. I am Charles Eckert, of the Comptroller General’s 
Office, and I have with me Mr. William A. Newman, Associate Direc- 
tor of Audits. 

Mr. Chairman and members of the committee, we are pleased to ap- 
pear at the committee’s request to express our views on the bills H. R. 
8901 and H. R. 8947, designed to create a Washington Metropolitan 
Transit Authority. 
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These two bills appear to be identical. Our views on H. R. 8901 
were expressed in a report submitted to the chairman of the full com- 
mittee under date of February 16, 1956. In that report we stated that 
the need for the establishment of a Transit Authority in the Washing- 
ton area and the authority which should be conferred on such Transit 
Authority were matters of policy for the Congress to determine and 
that, therefore, we had no comment to offer on the merits of the bill. 
However, we noted certain provisions of the bill which did not appear 
entirely clear and commented specifically upon section 18 (b) of the 
act which contains provision for accounting and auditing and thus 
directly concerns the work of the General “Accounting Office. Our 
comments may be briefly summarized as follows: 

We noted that the bill did not specify or limit salaries to be paid 
to key officials other than members of the Board. We pointed out that 
it usually is the practice to specify or limit the salary which might be 
paid to key officials and suggested that section 5 (i) be amended 
accordingly. 

We questioned whether the provisions of section 17 (b), which 
exempt obligations of the Authority from taxation by any State, 
Territory, and so on, reserves to the States, Territories, and so on, 
authority to levy estate, inheritance, and gift tax on such obligations. 

With respect to section 18 (b), which provides that the Authority 
shall not be subject to any audit or review by the Comptroller General 
of the United States but in lieu thereof shall employ certified public 
accountants to perform such audits as may be required, we stated 
that we are not opposed to having the audits made by qualified certi- 
fied public accountants, but that we believe such accountants should be 
designated by the Board of Commissioners of the District of Colum- 
bia, and that they should be required to certify to the fiscal aspects of 
the Authority’s annual report to be submitted to the Congress, the 
Board of Commissioners, and the Comptroller General. 

We pointed out that under section 4 the Authority would be an 
agency and instrumentality of the District of Columbia and that, in- 
asmuch as the accounts of the District of Columbia are audited by the 
General Accounting Office and since loans from the United States 
Treasury may be involved, it reasonably appeared that the Govern- 
ment, through the Comptroller General, should have some audit au- 
thority over ‘the accounts of the Authority. We suggested, therefore, 
if the provision relating to a private audit of the Authority is retained, 
that the Comptroller General be authorized at his discretion to make 
a review of the financial operations of the Authority during any period 
the Federal Government is obligated to make loans to the District 
Government on behalf of the Authority and until any such loans have 
been repaid. It is noted in this connection that at least within the 
District of Columbia the Authority will establish its own rates of 
carriage, etc., without consideration or review by a regulatory body. 

We noted that section 24 (b) of the bill provides that prosecution 
for violations of the regulations of the Authority shall be conducted 
in the name of the United States and by the attorney of the United 
States for the district in which such violation is committed. Since 
section 27 expresses the intent that the operations of the transporta- 
tion system shall be privately financed, it was suggested that section 
24 (b) be amended to provide that any cost incurred by the Depart- 
ment of Justice incident to the prosecution of violations of the regula- 
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tions of the Authority should be reimbursed by the Authority and de- 
posited into the Treasury as miscellaneous receipts. 

Mr. Harris. Very well. We have a letter addressed to the chair- 
man of this committee, under date of February 16, and I assume you 
would want that in the record. 

Mr. Ecxerr. Yes, sir, Mr. Chairman. 

Mr. Harris. Without objection, it will be included in the record 
at this point. 

( The letter is as follows:) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, February 16, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

DeaR Mr. CHAIRMAN: Further reference is made to your letters of January 
25 and January 31, 1956, requesting a report and such comments as we may care 
to offer concerning H. R. 8723 and H. R. 8901, respectively. 

Kach bill relates to the establishment of a metropolitan area consisting of the 
District of Columbia and adjacent territory and provides for the creation of a 
corporate authority primarily for the purpose of operating a transit system 
within the metropolitan area. 

We have no special information concerning the need for the establishment 
of a Transit Authority in the Washington area and the authority which should 
be conferred on such Transit Authority appears primarily to constitute a matter 
of policy for the Congress to determine. - Consequently, we have no comments to 
offer concerning, generally, the merits of the two bills and our comments, there- 
fore, are directed only to certain provisions of the bills which do not appear to 
be entirely clear to us and to those provisions which directly concern the work 
of the General Accounting Office or otherwise affect the interests of the United 
States. 

Taking first H. R. 8723, we feel that some of the provisions of the bill may 
be stated in language that is too general. For example, section 2 of the bill 
does not appear to offer a specific plan for financing the operations of the Transit 
Authority. We suggest also for consideration the advisability of including in 
section 2 a provision for the adoption and use of a corporate seal and specific 
authority to sue and be sued. Section 3 (b) should be amended to provide that 
the Authority shall not pledge the credit of the United States. 

Section 4 (b) relates only to the compensation of the directors appointed 
for the District of Columbia and it is not clear, therefore, what compensation 
the other directors would receive. 

Inasmuch as section 8 (a) authorizes the appropriation of Federal funds we 
believe that the accounts of the Authority should specifically be made subject 
to a commercial type audit by the General Accounting Office and that provision 
should be made for repayment to the United States of any funds appropriated 
pursuant to this section. 

With respect to H. R. 8901 it usually is the practice to provide in the corporate 
charter the salaries to be paid to key officials as well as members of the Board. 
Consequently, it is suggested that section 5 (i) specify or limit the salary that 
might be paid to key officials of the Authority. 

It is not entirely clear whether the provisions of section 17 (b) which exempt 
obligations of the Authority from taxation by any State, Territory, etc., reserves 
to the States, Territories, etc., authority to levy estate, inheritance, and gift 
taxes on such obligations. 

Section 18 provides that the Authority shall not be subject to any audit or 
review by the Comptroller General of the United States, but in lieu thereof shall 
employ certified public accountants to perform such audits as may be required. 
Under section 4 the Authority would be an agency and instrumentality of the 
District of Columbia. Inasmuch as the accounts of the District of Columbia 
are audited by the General Accounting Office and since loans from the United 
States Treasury may be involved it reasonably appears that the Government, 
through the Comptroller General, should have some audit authority over the 
accounts of the Authority. It might be stated that we are not particularly 
opposed to having the audits mdae by qualified certified public accountants, 
however, we believe such accountants should be designated by the Board of 
Commissioners of the District of Columbia and that they should be required 
to certify to the Authority’s annual report to be submitted to the Congress, 
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the Board of Commissioners, and the Comptroller General. Furthermore, if 
the provision relating to a private audit of the Authority is retained we urge 
that the Comptroller General be authorized to make such review of the financial 
operation of the Authority as he deems necessary for any period in which the 
Federal Government is obligated to make loans to the District Government on 
behalf of the Authority and until any such loans have been repaid. 

Section 24 (b) provides that prosecution for violations of the regulations of 
the Authority shall be conducted in the name of the United States and by the 
attorney of the United States for the District in which such violation is com- 
mitted. Inasmuch as section 27 expresses the intent that the operation of the 
transportation system shall be privately financed it is suggested that section 
24 (b) be amended to provide that any cost incurred by the Department of 
Justice incident to the prosecution of violations of the regulations of the Author- 
ity shall be reimbursed by the Authority and deposited into the Treasury as 
miscellaneous receipts. 

Sincerely yours, 
JOsePH CAMPBELL, 
Comptroller General of the United States. 

Mr. Harris. Thank you very much. I would like to compliment 
you on such a splendid statement. The suggestions you make here 
I feel are certainly worth considering in connection with this problem. 

Are there any questions ? 

Mr. Rocrers. Your concern is caused by the fact that no doubt under 
the powers of this act the Authority would have the power to accept 
contributions from the Federal Government, but they would not have 
to account for them except through their own accountants, is that 
right ? 

Mr. Eckert. It is just a little farther. We are concerned primarily 
with the interim finance arrangements which would authorize the 
advances from the Treasury of some $20 million, and if Federal funds 
are to be in it, we feel that the Government should have someone who 
could go in and look over the records, and make such audit or report 
as might be required for the interests of the Government. 

Mr. Rogers. Well, unless they were under that supervision, they 
would be almost in the same position as the Federal Reserve, would 
they not ? 

Mr. Eckert. Yes, I think so. 

Mr. Harris. Let me thank you. 

Mr. Eckert. Thank you, sir. 

Mr. Harris. Is there anyone here at this time from the Treasury 
Department ? 

Will you give us your name for the record, and your position ? 


STATEMENT OF GEORGE G. KNEASS, ASSISTANT TO THE 
SECRETARY, TREASURY DEPARTMENT 


Mr. Kwneass. My name is George B. Kneass, Assistant to the Secre- 
tary. 

Mr. Harris. Mr. Kneass, I believe you advised us this morning 
that you had not had an opportunity to get the report in, but you would 
make an appearance yourself on behalf of the Department. 

Mr. Kweass. That is true, sir. The Secretary is away, and the 
Under Secretary just got back this morning, and as a result all I can 
do is make an informal report and the other should be in your hands 
within the next 2 days. 

Mr. Harris. That is very good. Youmay proceed. 

Mr. Kweass. First, we are concerned naturally having 12,000 em- 
ployees, most of whom use this transit system, and there are some 
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230,000 employees of the Government departments, and most of them 
use it. Therefore this subject deeply interests us. 

However, we at the present time have no legal authority to advance 
funds, and it will be up to the Congress to seek means to do that under 
some appropriate circumstances. 

We naturally want to use as little public money as possible in 
achieving the gone things that you want to do, and we want you to 
keep that in mind, naturally. 

I think if it is possible to do this under some private enterprise sys- 
tem and away from the Treasury, we would of course welcome it, and 
recommend it. But as I say, we are at your command, and we will 
cooperate in any way that you direct us. 

Mr. Harris. Thank you very much. Are there any questions ¢ 

We have had some suggestions about consideration being given to 
providing for a loan from ‘the Treasury Department to private sources 
in connection with private operations, and I am not sure that you are in 
a position to make any comment on that at this time. If not, why of 
course it would be perfectly all right. 

Mr. Kneass. We are not, sir. ‘We haven’t had sufficient information 
to consider the matter, or the vehicle that would be used to imple- 
ment it. 

Mr. Harris. Very well. I suppose that we will have this additional 
information then in the near future and your further report within a 
few days. 

Mr. Kneass. That is right. 

Mr. Harris. Thank you very much. 

(The report, later received, is as follows:) 


TREASURY DEPARTMENT, 
Washington, February 24, 1956. 
Hon. J. PErcy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: Reference is made to your request of January 31, 
1956, for the views of this Department on H. R. 8901, a bill to provide for an 
adequate and economically sound transportation system or systems to serve the 
District of Columbia and its environs; to create and establish a public body 
corporate with powers to carry out the provisions of this act; and for other 
purposes. 

The bill contemplates a local transit Authority, which would be an instru- 
mentality of the District of Columbia, with power to borrow funds from the 
public to acquire and operate a transit system. While it would be stated to be 
the intent of Congress that financing be by private capital, provision would be 
made for a Government loan to the District of Columbia of not more than $20 
million for a term of not more than 3 years, if the Authority is unable at the out- 
set to obtain adequate private capital. 

The Treasury Department is concerned primarily only with this provision 
for interim financing. The Department believes that business-type enterprises 
of this kind should not normally be financed even in part by Government capital. 
While the Treasury Department is not in a position to evaluate or balance the 
factors which might lead the Congress to determine that some exception is re- 
quired in this case, it is urged that private financing be relied upon to the greatest 
extent possible. It is recognized, however, that the Federal Government, as the 
largest employer in the area, has an interest in the maintenance of an efficient 
transit system, and that the Congress must therefore determine what, if any, 
Federal assistance is necessary to achieve this objective. 

There is a memorandum attached which suggests minor technical changes in 
two other provisions of the bill. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
W. RANDOLPH BURGESS, 
Acting Secretary of the Treasury. 
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MEMORANDUM TO ACCOMPANY REpoRT OF TREASURY DEPARTMENT ON H. R. 8901 


Section 18 (a) of the bill provides, among other things, that banks or trust 
companies which receive deposits of moneys of the authority “* * * shall act 
as trustees of such moneys and shall hold and apply the same for the purposes 
hereof subject to such regulations as this Act and such resolution [authorizing 
issuance of any bonds] or trust agreement [securing such bonds] may provide.” 
It is the opinion of the Treasury Department that this section fails to recognize 
the proper distinction between the activities of a bank or trust company as 
depositary of funds, and the functions of any particular bank or trust company, 
pursuant to contract, as trustee. It is our further opinion that impressing such 
a trust upon any banking institution which accepts deposits of the authority may 
make banks unwilling to act as depositary for the funds of the authority. It 
is believed that the proper method of achieving the secured position for deposits 
of the authority which is sought by section 18 (a) would be to require that all 
funds deposited with a bank be secured, as permitted by section 10 (d), rather 
than to require that they be held as trust funds. The following language would 
provide an acceptable and workable substitute for the present language of 
section 18 (a): 

“Sec. 18. (a) All moneys received pursuant to the authority of this Act, 
whether as proceeds from the sale of bonds or as revenues or otherwise, shall be 
deemed to be trust funds, to be held and applied solely as provided in this Act. 
The resolution authorizing the issuance of any bonds or the trust agreement 
securing such bonds shall provide that any officer holding such funds shall act 
as trustee and shall hold and apply the same for the purposes hereof subject 
to such regulations as this Act and such resolution or trust agreement shall 
provide, and shall further provide that any bank or trust company with which 
such moneys shall be deposited shall secure such moneys in the manner pro- 
vided for in such resolution or trust agreement.” 

It would be desirable to revise section 20 (f) (2) of the bill technically with 
respect to the extension of coverage of officers and employees of the Authority 
under the Federal Unemployment Tax Act. Section 20 (f) (2) authorizes the 
Board of Directors of the Authority to comply with the provisions of chapter 
23 of the Internal Revenue Code of 1954, which contains the provisions relating 
to coverage under the Federal Unemployment Tax Act. However, there are 
other provisions in that code, such as subtitle F (containing administrative 
provisions applicable to an employer under the Federal Unemployment Tax 
Act), with which an employer is required to comply. It is suggested that section 
20 (f) (2) of the bill be revised so that subsection (0) of section 3306 of the 
Federal Unemployment Tax Act will read as follows: 

“(o) EMPLOYEES OF THE WASHINGTON METROPOLITAN TRANSIT AUTHORITY.—For 
purposes of this chapter, and notwithstanding the provisions of paragraph (7) of 
subsection (c) hereof, the term ‘employment’ shall include service in the employ 
of the Washington Metropolitan Transit Authority, and the Board of Directors 
of such Authority is authorized and directed to comply with the provisions of 
the internal revenue laws as the employer of individuals whose service consti- 
tutes employment by reason of this subsection.” 


Mr. Harris. We have the report from the Secretary of Commerce 
which is signed by the Secretary. Do we have anyone from the Com- 
merce Department here? I believe they were not requested to come, 
and without objection, the report will be included in the record at 


this point. 
(The report is as follows :) 
THE SECRETARY OF COMMERCE, 
Washington, February 17, 1956. 
Hon. J. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This letter is in reply to your request of January 31, 
1956, for the views of this Department with respect to H. R. 8901, a bill to pro- 
vide for an adequate and economically sound transportation system or systems 
to serve the District of Columbia and its environs; to create and establish a 
public body corporate with powers to carry out the provisions of this act; and 
for other purposes. 
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The bill would create a public authority to be known as the Washington 
Metropolitan Transit Authority to maintain and operate a public transporta- 
tion system in the Washington metropolitan area. 

This Department offers no comment with respect to the merits of this legisla- 
tion as it pertains to local transit problems and is outside the sphere of this 
Department’s jurisdiction. ie 

The bill appears to cover ground transportation only. However, as the defini- 
tion of section 3(c) and (d) now read, especially the following language of 
section 3(c) “Transportation system * * * includes without limitation * * * 
any other form of mass passenger transportation,” it is possible to interpret 
these sections to include helicopter service from nearby airports to Washington. 
Since this interpretation is possible, the Department suggests that the bill be 
amended so as to make it clear that its provisions are applicable only to ground 
transportation. 

The Bureau of the Budget has advised that it would interpose no objection 
to submission of this report to the committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 

Mr. Harris. We have the report from the Federal Mediation and 
Conciliation Service, and from the Department of Labor. I think 
probably we will hear from the Secretary of Labor on the question 
a little later, and we will hold these reports until that time. 

Now, it has been the purpose of this committee to make it as con- 
venient as possible to everyone, and we have a good many people who 
are insisting that they be heard, and that they be reached. I know 
how important it is for you to get on with a busy schedule. How- 
ever, I am sure that you can understand that it is necessary for this 
committee to dev elop this program as consistently as possible in order 
that we can get a full picture of what is presented, and the problems 
connected therewith. 

Before we proceed further with other witnesses who are familiar 
with this proposal and its development, we felt that it would be help- 
ful to this committee if we heard the president of the Capital Transit 
Co. at this time. Is Mr. Broadwater in the audience? We will ask 
Mr. Broadwater to give us such statement and information regarding 
the problems involv ed with the proposal here as he is able to give. 


STATEMENT OF J. A. B. BROADWATER, PRESIDENT OF CAPITAL 
TRANSIT CO., WASHINGTON, D. C. 


Mr. Harris. Mr. Broadwater, what is your full name? 

Mr. Broapwater. J. A. B. Broadwater, Mr. Chairman. 

Mr. Harris. I believe that you are the president of Capital Tran- 
sit Co. 

Mr. Broapwater. I am, sir. 

Mr. Harris. You have been present during the proceedings thus far, 
I believe. 

Mr. Broapwarter. Yes, sir. 

Mr. Harris. And therefore, you are familiar with what has been 
said thus far? We thought that in order that we might be in a better 
position to ask questions and obtain information from other wit- 
nesses that are to follow, that a statement from you at this time would 
be appropriate. 

Mr. Broapwater. Thank you very much, Mr. Chairman. 

Mr. Harris. I might say that as chairman of the committee I might 
apologize for not having advised you previously that you would be 





168 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


given an opportunity to be placed in the schedule, but I assume that 
your familiarity with your industry and what has happened in the 
last year or so is such that you are capable of giving us a lot of in- 
formation off the cuff. 

Mr. Broapwarer, I think that I am familiar with what happened, 
yes sir. 

Mr. Chairman and gentlemen of the committee, I want to thank 
this committee for the opportunity of expressing my views on the 
present—and the future—transit system of Washington. I say the 
future, because your consideration of the so-called transit bill and 
whatever is subsequently enacted by Congress will be the blueprint 
which will provide the public of Washington with mass transit both 
in the immediate and foreseeable future. You, as I see it, are legislat- 
ing for keeps this time. You will set the pattern on which the eco- 
nomic welfare of the community will depend for its orderly develop- 
ment. When the franchise and charter of Capital Transit Co. were 
canceled you were led up a blind alley in that you were assured there 
would be no difficulty in obtaining a private operator. But, be that 
as it may, I am sure you gentlemen will comb this legislation carefully 
with full consideration for the concept of rights of private property, 
the welfare of the community, the taxpayers both here and in your 
own district, and the transit rider in Washington. 

In retrospect let me say that, in my opinion, the cancellation of 
Capital Transit’s charter and franchise was wrong in principle and 
wrong in approach to the settlement of a labor controversy. The 
record will bear me out that I opposed it. You did what you con- 
sidered best under the circumstances and you relied upon the advice 
of the Commissioners of both the District of Columbia and the Public 
Utilities Commission. Some of these gentlemen stated they relied 
upon expert advice—and I say “expert” with reservations—that there 
would be a long line of investors of private capital waiting to beat 
down the doors of the District Building ready to place hard cash on 
the barrelhead for the privilege of providing a transit service in 
Washington. You now know the facts in that respect. I never could 
understand the logic or rationalization of that premise, and wondered 
how you gentlemen accepted it, when the financial record of Capital 
Transit Co. and other transit companies in the United States 1s so 
clear. It may be appropriate for you to inquire from the Commis- 
sioners as to the identity of these experts and if they are the same 
experts now advising the Commissioners. 

It is true that the transit service was resumed shortly after the 
franchise of Capital Transit Co. was canceled. And that was the 
important objective at the moment. But how it was resumed is an- 
other matter. If you reflect on the events, you will find that it was 
solved in exactly the same manner we publicly suggested it could be 
solved approximately 6 months before the strike took place. We 
suggested then that if we had received a fare increase we would have 
been able to reach an agreement with labor. The backs of the Com- 
missioners were turned upon this proposal. Yet, it was this very same 
procedure which we had suggested which put the streetcars and buses 
back on the street. The 52-day strike could have been avoided; the 
economic losses of the strike could have been avoided; the time and 
effort of Congress could have been spared for matters of more national 
importance; the precedent of putting a private company out of busi- 








WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 169 


ness because of its failure to meet the demands of labor, no matter 
how excessive, could have been avoided; and the uncertainty of the 
present time would have never come about. To call the present situa- 
tion a mess is to put the whole matter mildly. 

If I might indulge a little longer in retrospect before directing my 
remarks at the present so-called Authority bill, I want to point out 
to you gentlemen that the District Commissioners have testified before 
the committees of Congress that they considered Capital Transit Co.’s 
service adequate; efficiently and economically managed. The Com- 
missioners’ great complaint was that they disagreed with the financial 
policies of the company. I say to you again—I challenge them again— 
to point out one instance where the financial policies of Capital Tran- 
sit Co. have resulted in less service to the public, or a service that was 
not provided with modern and safe equipment at rates prescribed by 
the Public Utilities Commission. The service in the District of 
Columbia was then and is now as good or better than that provided 
in any other cities of the United States. Even the union president 
as late as last Thursday, before the Senate District Subcommittee 
which held hearings on this bill, stated that Capital Transit was the— 
No 1 property in the United States in the viewpoint of service, and from the 
viewpoint of efficiency of maintenance. 

Capital Transit is the only debt-free transit company in any major 
city in the United States. It utilizes modern equipment in a safe and 
progressive operation. Financially, it is in good condition which 
demonstrates conclusively the fallacy of the Commissioners’ complaint 
as to our financial policies. 

It must be remembered, too, that the present system of operations 
by both streetcars and buses was evolved under the direction, and with 
the blessing of the Public Utilities Commission. Actually, the Public 
Utilities Commission places a useful life of 25 years on streetcars and 
none of our streetcars have exhausted this life. This company over 
the years put its stockholders’ money into streetcar equipment and 
rails which this same Public Utilities Commission now seeks to destroy 
before that useful life has been exhausted. 

In that connection, and departing a little bit, Mr. Chairman, from 
the text of my statement, I would like to direct your attention to some 
six-hundred-odd-thousand dollars of Capital Transit Co.’s money 
that was put into the Dupont Circle underpass about 1948 and 1949, 
just a very short time ago. Prior to that, we put some $150,000 in an 
underpass down to the Bureau of Engraving on the 14th Street line. 
That was for the convenience and benefit of this community. Now 
after we have got all of that money in there, the abandonment of the 
streetcar system will naturally wipe that entire investment out. 

Returning again to the text, Mr. Chairman, as to the present pro- 
posal of the Commissioners, I say in all good faith and with all the 
powers of persuasion at my command, that if you enact the so-called 
Authority bill in its present form, you will compound the errors of 
the recent past and you will lead this community transitwise down 
another blind alley. Only this time you will not have the opportunity 
of recovering the shattered parts. 

For one thing, the present bill provides for selective condemnation 
of property. This means that the Commissioners, if they so elect, 
can take only the desk or chair, or the bus, that they believe they can 
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use, thereby destroying the value of the remaining property, perenn 
streetcars, despite the “public clamor for the retention of the streetca 
service. 

I think that intention was clearly indicated in the testimony of 
Commissioner Spencer during the day, that it was their intention not 
to continue the streetcar service. 

As late as last Saturday night the Federation of Citizens Associa- 
tions called for public hearings on the “precipitate and irrevocable 
decision” to abandon streetcar operations. They asked the Commis- 
sioners and the Public Utilities Commission to make an objective 
study of the costs of rail operation. 

This condemnation procedure is unsound economically from the 
community’s point of view, in my opinion, and is contrary to what 
was in the minds of the legislators during the hearings and debate on 
the cancellation of the franchise when seizure of the property was 
cliscussed. 

Section 6 (a) of the proposed bill gives the Authority the power 
to acquire by purchase, lease, gift, or otherwise, or by the exercise 
of the power of eminent domain all or any part of the facilities, plant, 
equipment, property, rights in property, reserve funds, employees? 
pension or retirement funds, special funds, franchises, licenses, pat- 
ents, permits, papers, documents, and records of any transportation 
system within the Washington metropolitan area. This would include 
Capital Transit Co. as well as the other buslines operating in the 
metropolitan area. 

Section 7 of the proposed bill deals specifically with the powers of 
eminent domain. 

Section 7 (c) provides that condemnation proceedings shall be con- 
ducted in the United States District Court for the District of Columbia 
and shall be in accordance with the procedure in proceedings insti- 
tuted and conducted in the name of the United States. 

The District of Columbia Code, title 16, section 619, et seq., author- 
izes condemnation of land in the District of Columbia by the United 
States and outlines the procedure with respect thereto. The code 
provisions with respect to condemnation by the United States deal 
only with condemnation of real estate. No provision is made for the 
condemnation of personal property. This is readily understandable 
because personal property has no unique charac teristics and for the 
most part is readily available in the open market. It would, therefore, 
be unfair to forcibly deprive a person of his personal property by con- 
demnation proceedings when the same type of property could be 
readily acquired elsewhere from a willing seller. 

It may be that condemnation of personal property may be legally 
authorized, but I know of no instance in which Congress has specific- 
ally authorized it, and I submit that in fairness the provision author- 
izing the condemnation of personal property should be stricken from 
the proposed bill. 

It is difficult to imagine how more sweeping powers of eminent 
domain could be granted than are contained in the proposed bill. 

For example, it authorizes the condemnation of reserve funds, that 
is, the condemnation of money and securities. 

The pension plans of Capital Transit Co. for its union and salaried 
employees are trusteed plans. The funds are held under the terms of 
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a trust agreement by corporate trustees. These funds do not belong 
to the company, but nevertheless their condemnation is sought by the 
proposed bill without any obligation on the part of the Authority 
to continue the pension plans. j 

The proposed bill also authorizes the condemnation of all papers, 
documents, and records of Capital Transit Co. If these records were 
condemned, it would be difficult, if not impossible, for the company 
to carry on an orderly liquidation after August 14, 1956. ' 

Capital T ‘ansit Co. is a complete, efficient, and modern transporta- 
tion system. It is a single entity and if the Authority is to acquire it, 
it should be obliged to acquire it in its entirety. To permit piecemeal 
condemnation authorized in the proposed bill would be analogous to 
letting the Government condemn the roof of a house and refuse to take 
that which was left and which had been made useless by the removal 
of the roof. Such a procedure would clearly amount to the taking of 
private property without just compensation. 

Under section 7 (d) (2) of the proposed bill, the Authority is author- 
ized to fix the date when title to condemned property shall vest in the 
Authority and the date when possession of such property shall be 
surrendered to the Authority. 

Under this provision, Capital Transit Co. could be deprived of its 
property before August 15, 1956, thereby making it impossible for it 
to conduct transportation service. It seems to me that in fairness, the 
bill should provide that no property of Capital Transit Co. can be 
taken prior to August 15, 1956. 

Section 7, permitting piecemeal condemnation, in my opinion, places 
in the hands of the Commissioners or the Authority more power to 
seize property, both personal and real, than has ever before been in 
the hands of local officials. You will penalize approximately 2,500 
stockholders of Capital Transit Co., of whom more than 1,000 are 
residents of the District of Columbia and Maryland and Virginia to 
satisfy the desire to punish one individual. The precedent established 
by the revocation of our franchise and charter is almost mild by com- 
parison. The drastic power of this section of the bill may live to haunt 
Congress both nationally and back home. It would seem to me that 
private property would no longer be secure if you allow this section 
of the bill to stand. 

The procedure suggested by this bill is contrary to all sense of 
American fair play and the American way of doing business. If we 
lay even these considerations aside, such a piecemeal procedure would 
be costly to the community because acquisition of the entire present 
property would be less costly than the institution of an all-new bus 
system interspersed with some equipment from Capital Transit Co. 
If it costs more initially, capitalwise, it is going to take more revenue 
to support an additional debt. Somebody is going to pay for it and 
it is going to be the taxpayers of the District of Columbia, and, if I 
may suggest, possibly the taxpayers from your home District who 
will have to contribute to the deficits that are sure to follow. Those 
deficits can only be made up by a greater burden on the taxpayer of 
the District or a greater contribution from Congress to the District or 
higher fares from the riding public. ; 

In testimony before the Senate District Committee, applicants for 
the franchise who have stopped to give the matter any real thought 
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arrived at a cost of upwards of $30 million for a new system. The 
present property on the books of Capital Transit Co. is in the neighbor- 
hood of $20 million—and you must remember that the book value of 
Capital Transit Co. is arrived at after conclusive findings of the 
Public Utilities Commission—and for ratemaking purposes is in the 
neighborhood of $19 million. In my opinion, one of the applicants, 
Senator Tydings, and also others, have been very conservative in 
arriving at a $30 million figure. Without too much trouble I could 
add another $5 million of necessities to provide the service. More 
likely the cost would be in the range of $35 to $40 million or about twice 
the book value of the present property. If we found it impossible to 
earn a fair and reasonable return on a rate base of less than $20 
million, with the present rates of fare and an admittedly efficient 
operation, it doesn’t take much stretch of the imagintaion or reasoning 
to conclude that a fair return cannot be made on an investment of twice 
as much as the present system. 

There is another feature of the bill which in my opinion will re- 
quire your very careful consideration. That is the interim financing 
proposal. If you grant the District Commissioners the right to bor- 
row the $20 million from the United States Treasury and then allow 
them to turn right around and loan it to the Authority—which is 
themselves—plus the additional privilege of committing the Authority 
to the issuing of equipment trust certificates, you are going to place 
the Authority so deeply in debt you may well find it necessary at some 
later date to bail it out by additional appropriations of Federal funds. 
It never will emerge to the point of being a self-sustaining, autonomous 
body. On top of the $20 million to be borrowed from the United States 
Treasury, it is going to be necessary for them to borrow more money 
to obtain rolling stock and the cost of this on top of the $20 million will 
never permit the Authority to reach the place whereby in July 1959, 
or ever, it can come out of the financial woods and attain the same 
stature of independence enjoyed by the transit authorities in Chicago 
and Cleveland. I state to you now that the District Commissioners 
are equally wrong again in saying they can get a new system started 
with the debt that confronts such an undertaking and expect that the 
private sale of revenue bonds under those circumstances will bail 
them out. 

Let me, if I may, suggest what can be done. And I believe there 
is plenty of time in which to do it. You have but to follow the expe- 
rience of Chicago and Cleveland to find it feasible and workable. Of 
course, the time element is important but I think that can be overcome 
with cooperation, understanding of our respective responsibilities, 
and an approach devoid of emotions and personalities. In order to sell 
Authority bonds to the public, the underwriter must have an engineer- 
ing study for inclusion in his prospectus. It must be a study by an 
objective, nationally known engineering firm respected in the financial 
community and by the public. There are several such engineering 
firms in the United States. Some of them made the studies that led to 
the sale of bonds by Chicago and Cleveland authorities. One such 
nationally known engineering firm is the W. C. Gilman Co., of New 
York, which, I believe, made the studies for Chicago and Cleveland. 
The newspapers have indicated that you intend to call a representative 
of this firm as a witness. I feel sure that testimony from such a source 
will be of material benefit to this committee in its consideration of the 








WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 173 


proposed legislation. An engineering study will determine the fair 
value of the property as well as its past and prospective earnings. 
This, in my opinion, can be completed in 60 days at the most. You 
already have the past earning records with respect to Capital Transit 
Co. With these objectives accomplished I do not believe an under- 
writer would have any trouble in marketing the Authority bonds. 

I say to you now, that the Capital Transit Co. will take the Au- 
thority revenue bonds in exchange for the fair value of its property 
providing the Washington Author ity has the same autonomous, self- 
sustaining mandatory provisions of the Chicago Transit Authority. 
The Authority Commissioners can upon receipt of the engineering 
study, bargain for the acquisition of the property. I assure you that 
as far as the stockholders and the board of directors of Capital Transit 
are concerned they will look only for a fair value for their property. 
It may well be that both parties would accept the engineers’ findings 
as to value. 

In this event, you will have an orderly, continuous, adequate and 
efficient transit service, instead of the possibility of no transit service 
at all on August 15 or at best an unknown and untried transit system 
that will be costly to the taxpayers of the District of Columbia and 
your constituents. 

Right here, if I may depart from the prepared text, I would like 
to make it perfectly clear, crystal clear, that the Capital Transit Co. 
never has, and is not now advocating the establishment of a public 
authority in Washington. That has been our position since we ar- 
rived here in 1949, and it is still our position to this day and hour. 

I would like to add, aside from that, Mr. Chairman, based on the 
testimony that I heard here during the day about the possibility of 
some private operator borrowing $4 million from the United States 
Treasury, being loaned to the Distr ict Commissioners and then loaned 
to the private ‘operator, that if this committee is going to seriously 
consider that proposal, I would like to put my application in line 
now for a preferred position. 

To go back to the text, Mr. Chairman, while it may seem presently 
remote, the lesson of World War II. when autos, gas, and oil were 
restricted, can serve as example of the usefulness of streetcars in a 
critical period. These vehicles bore a heavy responsibility for the 
transportation of people in our city at a time when rubber and gas- 
oline were as precious as gold. 

Another factor in your consideration which is important, in my 
opinion, is not concerned with the economics of the situation. It is 
the human element. At the present time there are about 1,100 em- 
ployees of the Capital Transit Co. whose sole duties are concerned 
with the operation of streetcars. They are operators and maintenance 
men. If the streetcar system is abandoned on August 15 these men 
may lose their jobs. Perhaps, half of them will be “salvaged through 
retraining or transfer into other jobs. But the remainder, which will 
probably “total about 500, will be out of work entirely. Most of them 
are too old to start anew in another occupation or in another career. 
If the Authority makes some special pension arrangements for those 
who do not qualify, the actuarial soundness of the present pension 
plan will be jeopardized and the Authority undoubtedly would have to 
commit itself to a large unknown sum in order to place it in the same 
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sound financial position. This problem is a human element which 
cannot be brushed aside with a clear conscience. 

Washington is not like other cities insofar as its streetcar system is 
concerned. While it is true that the conversion of streetcars to buses 
has taken place more recently in other cities, it has transpired in an 
orderly manner as the economies dictated. But because other cities 
have converted more recently is no reason in itself to toss the street- 
cars, particularly the modern vehicles we operate here, into the ash- 
can overnight. It is not good business to do so. Streetcars are now 
operated in 19 other cities in the United States. If anything, those 
cities which have converted rapidly over the past few years, have 
been behind Capital Transit in keeping up with the art of public 
transportation. Where these substitutions have occurred, the track 
and the equipment, either or both, have been obsolete or dangerous. 
That is not true in Washington. The rail and the equipment here are 
both in first-class condition. This company is neither a shell now, 
nor has it been at any time since its organization. It is modern and 
well equipped. For a more detailed study of the comparison of our 

rail property with that of other cities and the advantages of PCC 
car operation as it is in Washington, I refer you to the report of the 
W. C. Gilman Co. made in September 1955, at the urging and insist- 
ence of the Public Utilities Commission. This report is well worth 
reading. I offer a copy of it for the record. You must remember we 
saw no need for the report but the Public Utilities Commission insisted 
upon it. 

Mr. Harris. How extensive is the report, Mr. Broadwater ? 

Mr. Broapwater. Well, I do not propose to read it, Mr. Chairman, 
I just proposed to file a copy with the committee. 

Mr. Harris. Is it voluminous? 

Mr. Broapwater. It is pretty good sized. I have it here with me 
if I can put my hand on it. 

This is the report, Mr. Chairman. 

Mr. Harrts. May we have a look at it, please? We will receive it 
for the files of the committee. 

(The document referred to will be found on page 287.) 

Mr. Broapwater. Very good, sir. 

I think I can give you very briefly the subjects in that report. It 
is a study that was made at the insistence and demand of the Public 
Utilities Commission that we have an independent engineering study 
made to show the feasibility of conversion of streetcars in W ashing- 
ton. After reaching agreement with them that we would have the 
study made, we employed the firm of W. C. Gilman & Co. to do the 
work. That was in September of 1955 that they rendered their report 
and we filed it with the Public Utilities Commission. 

Mr. Harris. And this is it. 

Mr. Dotitver. September of what year ? 

Mr. Broapwarter. 1955. 

Mr. Dotuiver. Just the last year ? 

Mr. Broapwater. Yes. 

Mr. Harris. Very well. 

Mr. Broapwarter. Mr. Chairman, I believe some member of the 
committee asked about whether there had been any study on this 
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subject this morning, and I believe it was the gentleman, Mr. Dolliver. 
I think the answer to your question was that Mr. Spencer—he said 
they had some tentative studies made by some engineer attached to 
the Commissioner's Office. I am sure Mr. Spencer knew that this 
study was available and it was made by an outside engineering firm 
on the very question that you were asking about this morning. I 
present it for your information. 

Nor can it be said, with any authority of local experience, that 
streetcars can be replaced by buses and the transit system be made 
to produce more net revenue. Actually, the streetcars are the vehicles 
which show the profit on our system. The buses, of themselves, lose 
money. In no years since 1946 have our bus operations shown a profit. 

That deficit, if I may state, Mr. Chairman, runs in the range of a 
million dollars a year. 

May I make an observation, Mr. Chairman, on the selection of the 
Authority Commissioners. In my opinion, they should be appointed 
by the President of the United States. They should be appointed 
promptly after the enactment of the law, if it is enacted. Under the 
present bill, the Authority Commissioners would enter the picture 
only after the District Commissioners have made the most important 
initial decisions. Under the orderly procedure I have proposed, the 
Authority Commissioners would be in the picture and make the deci- 
sions at the outset which will be the transit pattern for this community 
for the future. They should be given an Authority at the very begin- 
ning similar in characteristics to Chicago. 

Let me direct a thought, if I may, toward those who will have the 
direct, responsibility for serving the people of Washington through 
the medium of an Authority. In my association with the career oper- 
ating personnel of Capital Transit at the top level, I have never 
worked with or met a more loyal group devoted to their jobs and more 
anxious to be a part of a transit system that is the most outstanding 
in the United States. It is through their leadership and efforts that 
we have been able, year after year, to win national honors in safety 
and maintenance. It is not easy to come by that record. Exclusive of 
myself, I commend to you the present personnel of Capital Transit 
Co. as the best suited, the most capable, with a deep-rooted community 
interest at heart, as the team to operate the transit system. You can 
hand the system over to them tomorrow without any outside experts 
and know that it will be in good and capable hands. 

a me summarize my conclusions: 

If you grant the present condemnation provisions of the bill 
ace locas to my information you will be vesting the Commissioners or 
the Authority with more powers than have ever been granted to any 
body by the Congress of the United States in this jurisdiction. 

2° The District Commissioners, the Public Utilities Commissioners 
and the union are on record that the present service is adequate, safe, 
and efficient. In addition, the so-called Payne committee of the U nited 
States Senate, after exhaustive study and investigation also found that 
the company does a good and efficient job of operating the service. 

3. You will, by taking the property in its entirety satisfy the desire 
of many that streetcars “be retained ; protect the community transpor- 
tationwise in the event of any war: save the jobs of several hundred 
loyal employees. 
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Mr. Chairman, you may disregard the possibility of war, but I 
think we all are somewhat familiar with what appeared in the news 
not so long ago, that within the recent past we have been on the brink 
of war three different times. I do not have any inside knowledge on 
that, but 1 merely point that out to you. 

4. The plan as proposed by me will not require any Government 
financing. All of the Authority revenue bonds will be subscribed.by 
private capital; acquisition will be fair and orderly; and 

5. The public will suffer no interruption of service on August 15, 
1956. 

Mr. Harris. Mr. Broadwater, of course the statement that you have 
made poses a good many questions in connection with this problem 
which several members of this committee would like to ask in order 
to have it in their minds as we proceed, 

Now, you are going to be here, I suppose, during the proceedings of 
this hearing, are you not? 

Mr. Broapwater. Yes, sir. 

Mr. Harris. I would like to ask you this one question, and then 
ask you to step aside and return later for questions by the members 
of the committee in order that we can get to some other witnesses who 
I have just been advised must leave this evening. 

The Capital Transit Co. has had a franchise to operate the system 
in the District of Columbia since 1933, is that right ¢ 

Mr. Broapwarter. Yes, sir. 

Mr. Harris. You said, “When we came in and took over this opera- 
tion in 1949,” and who did you mean, “we” ? 

Mr. Broapwarer. I am talking about the present controlling stock 
interests. 

Mr. Harris. The present controlling stock interests ? 

Mr. Broapwater. That is right, sir. 

Mr. Harris. One thousand and more stockholders in this area had 
stock prior to your coming here. 

Mr. Broapwarter. That is right. Well, now, Mr. Chairman, I 
would not be exactly positive on that, but I think that is approximately 
correct. I can only give you what the situation is now. There are 
1,036 in the District of Columbia, Virginia, and Maryland. 

Mr. Harris. We wanted to get that for our information at this time. 
If you will make yourself available to the committee at a later date, 
we would at this time thank you and appreciate your coming back 
when we can get to you for questioning, since I know other members 
of the committee will want to ask questions. 

You will be here tomorrow, will you not ? 

Mr. Broapwater. Yes, sir. 

Mr. Chairman, there were some questions asked by a couple of the 
members of the committee either this morning or yesterday that I think 
perhaps I can clear up now, if you will permit me to go on, or if you 
prefer me to do it tomorrow, that will be all right. 

Mr. Harris. There will be several questions that you will have an 
opportunity to clear up, but in order to meet the convenience of these 
people who are from out of the city, I think we will have to ask you 
to step aside now. 
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STATEMENT OF DONALD C. HYDE, GENERAL MANAGER OF THE 
CLEVELAND TRANSIT SYSTEM, CLEVELAND, OHIO 


Mr. Hyper. My name is Donald C. Hyde, and I am general manager 
of the Cleveland Transit System. The Cleveland Transit System is 
a publicly owned operation. I have no statement to make relative to 
the pros or cons of a public authority. It was the thought of the 
District Commission and of the PUC Commissioners that they would 
be helpful to this committee if someone were here from a public opera- 
tion to answer such questions as might be in your mind, and some of 
the questions which came up this morning. My purpose in being here 
is merely to answer your questions. 

I believe in the testimony of Commissioner Spencer there were a 
couple of questions posed in which he said that they might be later 
answered by Mr. Hyde. One of those had to do with this concern 
over the lack of veto power of an authority. That is the fact that 
there is no right of appeal. That situation does prevail in other pub- 
lic authorities and it prevails in Chicago, and it prevails in Cleve- 
land. I think that it might interest the committee to know that in 
the original instance in which the public operation was set up in 

Cleveland there was provision in the city charter whereby the city 
council could veto within a period of 40 days a fare adjustment made 
by the transit board. A later amendment to the charter took away 
that veto power. That later amendment was made at the instance 
of another Federal agency, the RFC. The original bonds issued for 
the purchase of the sy stem were paid off in Cleveland in 1952 along 
with equipment trust certificates, and new financing was contemplated 
for the building of a rapid transit. We wound up making a loan 
with the RFC. It was one of the conditions of that loan that the 
transit board have the sole authority. Because there was discussion 
on that subject this morning, I point out that one of the problems in 
the transit industry is the matter of delay that sometimes takes place 
in hearings either through the regular bodies or through appeals. I 
point out further that sometimes it necessitates one of two things— 
it necessitates a fare adjustment perhaps greater than that which 
otherwise might be made because it takes place at a later date; or it 
necessitates during the interim period the curtailing of service that 
the transit company would like to otherwise give. 

One of the specific questions that was asked this morning had to 
do with the question of fare. I do not think that the Commission 
can tell you now what the fare would be or can tell you what the fare 
will be for all time in the future. General economic conditions 
change. Labor rates change. 

The transit industry probably pays a greater proportion of its 
income in wages than almost any other industry. Transit employees 
have to be treated fairly the same as anybody else, so that fares must 
change. 

I point out this, that with respect to the situation in Cleveland this 
past year, we had a fare adjustment. I was asked by some of the local 
city councilmen that if that fare adjustment produced more money 
than what was needed, if I would go to our board and recommend a 
fare reduction. I said, “No,” and I said that if it produced more 
money than was needed we would improve the service further and 
I said that because I think in Cleveland as well as any other city there 
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is a need for improving public transit service, and I think that in 
both public and private operations there is an honest effort on the 
part of transit people to do that. I think it would be a mistake to 
suggest that lower fares are an inevitable result of public operation. 

hose of us in public transit, or in transit, public or private, would 
prefer to improve our standards of service. 

We believe that it is in the interest of the community as a whole 
that public transit must be improved, that this trend from the use of 
public transit to the automobile is, in some measure, brought about by 
the fact that public transit has not been able to improve its service to 
the extent it would like todo so. I say very frankly that is the position 
that we take in Cleveland, and I think that is the position taken by 
most transit people. 

A specific question was asked by Mr. Springer as to whether or not 
some survey might have been made as to fares in cities that have public 
authorities. Mr. Spencer suggested that I might answer that. The 
fares of public authorities where there is no subsidy are generally 
a 20-cent cash fare. In some places there is a discount for tickets. 
There are some lower fares and, I believe, in San Francisco and in 
New York, where there is a partial subsidy. Likewise, those are the 
fares that prevail for private operations. You will find that the base, 
that is the adult local cash fare is 20 cents in Pittsburgh and in St. 
Louis and in Kansas City, Indianapolis, Milwaukee, the Twin Cities. 
It is also the base cash fare in Chicago and Cleveland and Seattle and 
Detroit. 

I am rather pleased that in the case of Cleveland we were probably 
the last of the large cities that broke that 15-cent fare. It was last 
August that we raised our fares, We have a 20-cent cash fare, that 
is the base adult fare, and a 16-cent ticket fare. 

I think that answers the question that was raised. Those are the 
particular points that were asked this morning. 

Mr. Harris. Mr. Hyde, do you have a copy of the statute or ordi- 
nance under which the Cleveland Authority operates? 

Mr. Hype. Yes, sir, I have. 

Mr. Harris. Would you furnish a copy for the committee, please / 

Mr. Hype. Yes. I have a copy of the city charter, in which the 
sections pertinent to the Cleveland transit system are separately set 
out in the first part of this. I will be very glad to furnish it. 

Mr. Harris. We will be very glad to have it. 

(The document referred to was submitted for the committee files. ) 

Mr. Harris. How long have you operated your system in Cleveland 
as an authority ? 

Mr. Hypr. Since 1942. When you use the word “authority” in the 
strict sense, the Cleveland operation is not an “authority.” It is owned 
by the city of Cleveland. tt is the same sort of operation as you have 
in these areas where you have an authority, however. 

Mr. Harris. And you are the manager, is that right ? 

Mr. Hype. Yes, sir. 

Mr. Harrts. You are employed by the city of Cleveland to operate 
or manage the operation of the system? _ 7 ; 

Mr. Hype. No, on the contrary, the situation in Cleveland is very 
similar to that which is proposed in the act of Congress. A separate 
transit board is the final authority in all matters relative to the opera- 
tion and control of the transit system. It is a five-man board, and the 
board was appointed by the mayor and confirmed by the city council. 
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The board directly employs three people, the general manager, the 
general counsel, and the comptroller. We have our own separ ate 
employee regulations, and civil service, and merit rules and that sort 
of thing, and operate independently in substantially the same manner 
as Is proposed tn this act and as prevails in Chicago. 

Mr. Harris. Is it your understanding that the proposals we have 
here before us are patterned somewhat after your operation 4 

Mr. Hypr. I believe it is patterned more nearly after the Chicago 
operation. 

Mr. Harris. But in many respects it has a resemblance to your op- 
eration ? 

Mr. Hyper. In very many respects. It is very similar. 

Mr. Harris. Now, from a financial standpoint, the city of Cleveland 
is obligated financially—— 

Mr. Hype. Mr. Chairman, in no way. In the purchase made by the 
city, the mortgage revenue bonds were issued and there was no credit 
of the city behind those bonds. There was no recourse to the taxing 
power of the city, and at no time have the taxpayers of Cleveland ever 
paid anything. Nor has their credit been behind the bonds. The orig- 
mal bonds have all been paid off. 

Mr. Harris. And your system, then, is financed through the obtain- 
ing of private funds ? 

Mr. Hype. Yes, sir. 

Mr. Harris. What is the population of Cleveland ? 

Mr. Hype. Cleveland itself is approximately 950,000, and Metro- 
politan Cleveland about 1,400,000. 

Mr. Harris. And you serve the metropolitan area ? 

Mr. Hyper. Yes, sir, although not entirely. Our operation does 
spread into a number of suburbs, and there are also suburban opera- 
tions, some of which serve the suburbs locally, and some which operate 
into the city of Cleveland but do not pick up and discharge both, wholly 
within the city of Cleveland. 

Mr. Harrts. Do you have streetcar operation itself ? 

Mr. Hype. No, sir. 

Mr. Harrts. Do you have subways? 

Mr. Hyper. No, sir; we have a rapid transit, that was opened up 
this last year, and it operates along a railroad right-of-way. 

Mr. Harris. Is it just across the city one way ? 

Mr. Hype. No, sir; it extends 8 miles to the east and approximately 
5 miles to the west, and we contemplate another extension farther out 
to the southwest of another 2.2 miles. 

Mr. Harris. What kind of equipment do you operate with the rapid 
transit ? 

Mr. Hyper. We bought new equipment for it and the rapid transit 
type of car, not the heavyweight car that operates in New York, or in 
Philadelphia. It is more near ‘ly like the cars that were bought a couple 
of years ago in Boston. It isa level platform high-speed type of oper- 
ation. 

Mr. Harris. It is electric? 

Mr. Hype. Yes, sir. 

Mr. Fiynt. It isa track vehicle? 

Mr. Hype. Yes, sir. 

Mr. Harris. How many buses do you use in your operation ? 
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Mr. Hype. We have approximately 850 buses and about 400 track- 
less trolleys, that is, trolley buses. That is electrically propelled bus- 
type of vehicle. 

Mr. Harris. A total of about 1,250 altogether. 

Mr. Hyver. That is right. 

Mr. Harris. What is the capital investment of your operation ? 

Mr. Hyper. I cannot tell you that exactly. There is a book value that 
carries over some value that goes back to the Cleveland Railway days 
which has never been written off and which is meaningless. The sys- 
tem was purchased for $1414 million in 1932, and the bond issue was 
$1714 million, and the investors are insisting that the additional money 
be included for the purchase of new equipment. In the first 10 or 11 
years we converted from rail to rubber and we probably put between 
$25 million and $30 million into vehicles in the property. 

Mr. Harris. When did you convert? Was it gradually ? 

Mr. Hypr. The conversion was principally made after the war. 
During the war vehicles were not available. The conversion was made 
mostly from the fall of 1947 through 1951, with the last carline having 
been converted in February of 1952. 

Mr. Harris. What has your experience been with reference to the 
cost of operations of streetcar versus bus ? 

Mr. Hype. Well, our cost of operation for a bus is less than a 
streetcar. 

Mr. Harris. Would you care to have anything to say as to the 
efficiency of one as against the other ? 

Mr. Hype. Speaking of Cleveland, I think the committee must 
realize that there are local conditions that will prompt a different 
judgment in different cities, but it was certainly our viewpoint that 
we ought to convert the rail operation, that is the rail operation on 
streets in Cleveland, rather quickly. Now, a part of that was because 
of the condition of the track. We would have had to put a substantial 
amount of money into replacement of track and then you have the 
problem of buying new cars to go with the track, and it is a never- 
ceasing thing. 

The question was asked this morning about speed. During this 
period of conversion, notwithstanding increased automobiles on the 
streets, our average speed increased. I think the traffic officials and 
others in Cleveland will tell you that the movement of all traffic 
improved by virtue of the conversion. That is for the obvious reason 
that you do not have the streetcars in the center of the street stopping 
lines of traffic behind them, Again, Cleveland, as other cities, does 
not have some of the wide streets that you have in Washington. If 
you have a safety land in Cleveland, as we did on some of the wider 
streets, you take out a lane of traffic. On the other hand, many of the 
streets did not permit of safety lands, and therefore all traffic backed 
up. 

7 think it was unquestionably true that the traffic situation with 
respect to automobiles, trucks, and public transportation speeded up 
and improved by virtue of the conversion in Cleveland. 

Mr. Harris. Your fare is 20 cents ? 

Mr. Hype. Our cash fare is 20 cents, and the ticket fare is 16 cents. 
We have a rather complicated fare structure. I do not want to go 
into that. 

Mr. Harris. Are there any other questions ? 
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Mr. Fiynt. When the public operating system took over from the 
Cleveland Railway Co., did they take over that which they wanted or 
did they take over the entire assets ? 

Mr. Hype. They took over the entire operation. There was an 
agreement worked out between the City of Cleveland and the Cleve- 
land Railway people. It was along about 1941. 

Mr. Fiynr. Was that done by agreement or by use of eminent 
domain powers ? 

Mr. Hyper. It was done by agreement. I was not there at the time, 
although I am familiar with what happened, and there was a situa- 
tion where again they had a franchise, and a service-at-cost type of 
operation, and their franchise had a termination date and it was not 
renewed by the city council, and there was a serious situation devel- 
oped in Cleveland. 

Mr. Harris. Just like it has in Washington. 

Mr. Hype. With respect to the physical facilities, it was not good 
in Cleveland. I think that the city of Cleveland bought a lot of junk. 

Mr. Fiynv. Are the employees who are the maintenance and operat- 
ing personnel considered employees of the city of Cleveland or are 
they employees of separate entities? 

Mr. Hype. Mr. Chairman, they are employees of the city of Cleve- 
land. However, the employment and the rules and regulations gov- 
erning all personnel for transit employees are entirely separate and 
apart from that of the city of Cleveland. That is not true in all 
authorities. In the city of Detroit for example, it is different. 

Mr. Wiuti1aMs. Are your employees permitted to bargain collec- 
tively and to strike ? 

Mr. Hype. With respect to the matter of both strike and bargain- 
ing there was no language in the city charter on either one of those. 
There is a State law in Ohio that forbids public employees to strike. 
Our employees are, therefore, subject to that law. I think in the 
original instance, it was the true point of the transit board, which at 
that time was a 3-man board rather than a 5-man board as it is now, 
that they could not delegate their authority and their powers with 
respect to arbitration, and with respect to certain employee relations. 
I came there in 1944 at a time when there were union problems. Per- 
sonally I did not think then it was a realistic viewpoint and I do not 
now. But without any language written into the city charter that 
specifically said that this or that must be done, through an evolu- 
tionary process the collective bargaining procedure was worked out. 
The lawyers on our board said that you could not have a legal contract 
in which each party signed this agreement. We have what we call 
“conditions of employment,” that are acted upon separately by the 
transit board and by the union and we refer to it as a contract. For 
all practical purposes it is. 

Mr. Fiynvr. Although technically it is termed what is called a con- 
dition of employment ? 

Mr. Hype. That is right, sir. fad 

Mr. Hatz. Do you happen to know about the situation in Boston? 
There is an authority of some kind there which has replaced the old 
Boston Elevated Railway. 

Mr. Hype. I know something about it, but I am not familiar with 
a great many of the details, however. 

Mr. Hate. What is the authority there, is that a local authority ? 
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Mr. Hype. I believe the authority in Boston is one that is a creature 
of the Commonwealth. 

Mr. Hate. That is what I thought, it is a State authority. 

Mr. Hype. That is right, sir. 

Mr. Hatz. Does it operate in places other than Boston ? 

Mr. Hype. It operates in at least 13 other suburbs. 

Mr. Hater. Does it operate outside the Boston metropolitan area 

Mr. Hyper. The Boston metropolitan area is considered to inc mide 
certain of these suburbs. 

Mr. Hate. It does not operate in Springfield, or Worcester, or in 
any town outside the Boston suburban area / 

Mr. Hype. No, sir. 

Mr. Harr. The fare in Boston is 20 cents? 

Mr. Hyper. I am not certain, but I think the fare in Boston is 15 
cents. Boston has operated at a deficit, and that deficit, 1 might say, 
is passed on to all of the areas within which it operates. 

Mr. Hate. I rode on it lately and I think the fare was 20 cents. 
At any rate, 20 cents is a fairly common fare right now, is it not / 

Mr. Hyper. Mr. Chairman, 20 cents is the cash fare that prevails 
in most of the larger cities; yes, sir. 

Mr. Dottiver. Mr. Hyde, you said that the fare went on last sum- 
mer, and it produced a surplus and you said you would devote that 
not to a reduction of fare but an improvement in service. What do 
you contemplate in that respect ? 

Mr. Hype. We not only said it but we did it. 

Mr. Dotiiver. What did you do? 

Mr. Hyper. Both our riding and revenue improved last fall, and 
in the month of December last year we ran something better than 
6 percent more miles than we ran a year ago in December. 

Mr. Dotiiver. You mean by improving the service, the frequency 
of the buses, is that right ? 

Mr. Hype. Yes, sir; both the frequency of buses and the standard 
of service, and that is—by “standard of service,” I mean the ratio of 
seats to passengers. Currently we are running more miles than we 
ran a year ago in our operation. 

Mr. Dotriver. You referred to the statement that you abandoned 
the streetcar system for several reasons, and I think that you said 
that you found the operation less costly by using buses. Do you in- 
clude in that the trolley buses, as well as the gasoline or motor fuel 
operated ee Do you differentiate in that field ? 

Mr. Hype. No; we refer to the trolley bus as a trackless trolley in 
Cleveland. Some cities call it a trolley bus. Our operating main- 
tenance costs of both motor coaches and trackless trolleys have alw: ays 
been less than the streetear. 

Mr. Doutiver. How do the trackless trolleys and the motor buses 
compare with respect to the cost of operation ¢ 

Mr. Hyper. Currently it is a little higher in the trackless trolley 
than it is for the motor coach, but that has not always been true. 
You must take into consideration again the local situation and the 
type of streets that you operate on, and whether you operate on streets 
through densely populated areas, and whether your scheduled speeds 
are slower. Those are factors which affect both the revenue per mile, 
and affect. the operating maintenance cost, and not just the vehicle 
alone. Our trackless trolleys operate on the heavier lines at a slower 
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speed than the motor coaches, which is one of the reasons why their 
cost. is higher, which is also one of the reasons why the cost of a street- 
car line might be higher. 

Mr. Dortiver. What about the tax situation on your operation ? 
Do you have some tax favoritism from the city or State # 

Mr. Hyper. Well, to start with, of course, we pay no Federal tax, 
and we pay no Federal income tax, and we do not pay the excise tax. 

Mr. Douuiver. On what? 

Mr. Hype. On the purchase of vehicles or parts. Or the Federal 
fuel tax. 

Mr. Donuiver. You pay no Federal fuel tax at all ? 

Mr. Hypr. No, sir. We do pay the State fuel tax, and we pay the 
local property tax. I dare say, if the authority were being created 
today, that there would be relief from some of those taxes. Tecan say 
this with a certainty to the committee, that there is a trend throughout 
the country to relieve transit companies of some of these taxes that 
hark back to days along about 1915, when there was competition for 
franchises, and wheel tax, and that sort of thing were imposed. There 
have been a great many instances of relief of taxes of that sort. Pri- 
vate operations as well as public operations have had that happen. 

Chicago pays no property tax, and they did pay a State fuel tax. 
Last year they were relieved from that State fuel tax. I understand 
they are being relieved from some other local taxes. 

In the State of Wisconsin where there is no public operation, all 
transit companies following an investigation by a committee of the 
Governor were relieved of taxes up until the point where certain in- 
come would be earned. There was a feeling of the Governor’s com- 
mittee recommending to the State legislature in Wisconsin that the 
transit industry was in rather a difficult situation and the transit was 
important to the communities and it was far more important to have 
improved public transit than to be using the transit company as a 
tax collecting agency. 

Mr. Dotiiver. Are you familiar with the Washington Transit Co. 
or Capital Transit Co. here? 

Mr. Hype. To a certain extent; yes. 

Mr. Dotuiver. Would you care to make any comparison between 
their services and your own in Cleveland ¢ 

Mr. Hype. Mr. Chairman, I am, of course, prejudiced. 

Mr. Doutitver. Well, if you want to express your prejudices, here 
is your opportunity. 

Mr. Hyper. Well, when I say the service, I am thinking of the stand- 
ard of service, the ‘ratio of seats to passengers, and that sort of thing. 
I have not seen figures of that kind. I do know enough about the 
operation down here that I can concur in what others have said, as to 
the fact that your career people on this property are recognized 
throughout the sealers y as able industry. 

Mr. Hate. Will you say that again? 

Mr. Hyper. I personally know of the work done by a number of 
the career people here in the Capital Transit, and they have substan- 
tial standing throughout the transit industry. 

Mr. Douriver. Do you have any comments to make on the equip- 
ment used here as compared to yours, both streetcars and buses ? 

Mr. Hyper. The equipment, of course, is what is known as the CCC 
car. That is the best in streetcar equipment. 
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We also had 75 of them. We had some older type cars, which we 
were very happy to get rid of. Wesold the CCC cars. 

Their equipment is well maintained. That, of course, is supported 
by the fact that this company has won American system transit 
awards for maintenance, 

I am happy to say Cleveland has, too, for the last 2 years. 

As far as the buses are concerned, I think that the buses are well 
maintained. I think that the White Motor coaches are an expensive 
bus to operate and maintain. We have some of them, and I know. 

The diesel coaches bought more recently are somewhat more efficient. 

Mr. Douuiver. You said you did have a rapid transit on rails. 

Mr. Hype. Yes, sir. 

Mr. Dotiiver. What kind of cars did you use on that? Was it 
something similar to the Capital Transit? 

Mr. Hype. No. The cars on the rapid transit are what might be 
termed the conventional type of rapid transit cars in which there 
are no steps. It is where you walk directly from the platform into 
the car. They are higher speed, of course. It is a wider car. 

A couple of sets of doors are so that the stop at the stations will 
be of very short duration and they will go on their way. It is a 
different type of car altogether. 

However, in Cleveland they have a suburban operation, in Shaker 
Heights, which does use that type of car. 

Mr. Do.utver. Is that yours? 

Mr. Hype. No, sir; it is owned by the city of Shaker Heights. 

Mr. Dotutver. Mr. Chairman, I think that is all. 

Mr. Harris. Did I understand you to say a moment ago, Mr. Hyde, 


that when you bought the Cleveland Railway, that you had to take 
a lot of junk? 

Mr. Hype. Yes, sir. And I might quickly say this, that it was a 
difficult situation between the city and the Cleveland Railway people. 
The Cleveland Railway itself wanted to do some modernization. 
They had what in Ohio was a service-to-cost franchise. 

Cleveland Railway could not purchase een except with the 


approval of city council. There was a lot of politicking going on 
as to what type of equipment they would get, and that sort of thing. 
There was delay and then the war came on and they did not get the 
equipment they should have had. 

I do not want to convey the impression that it was just because 
the Cleveland Railway let it go to pot. After all, the Cleveland 
Railway did not get its franchise renewed, and the company without 
a prospect of staying in business obviously would not do certain 
things that it would do if it were going to continue in business. But 
it was old equipment, and we were happy to retire a lot of it very 

uickly. 
. Mr. Harris. Did you sustain quite a loss by taking over that kind of 
property that you referred to as junk, antiquated property / 

Mr. Hype. No, sir. I considered that we saved money just as 
quickly as we could get rid of it. I think that is supported by the 
fact that it paid all of the original indebtedness and bought something 
like over a thousand new vehicles since the city bought the system. 
All of those vehicles are paid for. 

Mr. Harris. Let me thank you very much, Mr. Hyde. 
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Mr. Hyper. Mr. Chairman, I was reminded of another question that 
was asked this morning, and I should have commented on it. It was 
a question about buses. 

I think one of the Congressmen indicated that there must be a half 
dozen sources of equipment and asked as to why inquiry had been 
made only of Mack and General Motors. 

Mr. Harris. Yes; I asked that question myself. 

Mr. Hype. I think that is entirely understandable. I am sure that 
they could not get equipment from anybody else other than Mack 
and General Motors. 

The transit industry being what it is, the manufacturers have also 
suffered. The White Co. is no longer making buses. ACF is no 
longer making buses. 

Mr. Hype. There is a company, the Twin Flexble. It is a combina- 
tion of what was formerly the Twin Coach Co. and the Flexble Co., 
located in Loudonville, Ohio. They make coaches. They furnish a 
lot of coaches to Chicago. 

Chicago, however, operates on propane fuel, because they can buy 
it at very low cost there. We cannot in Cleveland and I am sure you 
cannot here. Even then, with a diesel engine in some bids that we 
took in December, the Twin Flexible Co. indicated that we could not 
get delivery until some time in July, so there was a delivery problem. 

Another company, the Southern Coach Co., manufactures coaches 
but generally in rather small lots. They have confined their activity 
principally to the South. 

I know of no company through the Middle West that has bought 
them. They did not even bid in 3 different orders that we have placed 
for equipment in the last 12 months. 

We are right in the same position, that if you are going to get some 
coaches and get them expeditiously, I do not think anyone other than 
Mack and General Motors can furnish them. 

Mr. Wituiams. As you have heard in the testimony given previ- 
ously, some of the members of the committee have expressed some 
concern over the extent of the powers that will be granted to this 
Authority. 

Some of them appear to feel that the Congress and the Commis- 
sioners, the District Commissioners, are placing entirely too much 
power in the hands of this Authority to act on their own ‘and are not. 
tieing it down with enough string. 

I do not know whether you have read this bill or whether you are 
familiar with the type of authority that Washington intends to set up. 

Mr. Hype. I have. 

Mr. WituraMs. Apparently yours has operated satisfactorily. 

In your opinion, does this proposed Washington Transit Authority 
bill grant the Washington Authority any great number of powers that 
you do not exercise ? 

Mr. Hype. No, sir. 

I think the committee might be interested to know that in the orig- 
inal instance when the city of Cleveland bought the transit system, 
one of the conditions imposed by the board holders was that there 
would be submitted to the electorate a charter amendment, which 
would set up a transit board, a three-man board that would have the 
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paar of running the system. That was enacted in November of 
1942, some 7 months after the system was purchased. 

That power was quite different than what we have today and what 
is contemplated here. We had to go to city council for approval of 
all capital expenditures, for contracts over $10,000 for certain other 
things. They could act to veto a fair adjustment, if acted on within 
40 days. 

I think it is significant that in. 1949 a second charter amendment was 
proposed that, rather than to give the transit system less power, 
moved in the other direction and gave to the transit system all of the 
powers I have just described, those which you have related, and that 
charter amendment was passed by a greater majority than the or iginal 
one was. That was the will of the people. 

Mr. Harris. Thank you very much, Mr. Hyde. 

Again let me express on behalf of the committee our deep gratitude 
for your having come here and giving us the benefit of your experience 
in the oper ation of the great system of Cleveland. 

May I also congratulate you on operating such an outstanding sys- 
tem, too. 

The Chair feels that we have made sufficient progress today. If 
we are able to keep up this pace tomorrow, we will get along all right 
and within the time scheduled. 

I would like, Mr. Cleave, to express my regrets to you that we did 
not get to you, but after thinking over ‘the matter again, and your 
position in connection with the drafting of this legislation, and Mr. 
Mitchell’s, it appeared to us it would be a lot better for the committee 
if both of you would be here tomorrow. 

I would like to inquire if it is going to terribly inconvenience you 
if you are asked to stay over until tomorrow. 

Mr. Cuirave. I am Mr. Cleave, and I shall be here, sir. 

Mr. Harris. Thank you, Mr. Cleave. We appreciate that. 

The committee will adjourn until 10 o’clock in the morning, at which 
time we will start with Mr. Mitchell and Mr. Cleave. 

(Whereupon, at 5:20 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Wednesday, February 22, 1956.) 
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House or REpRBSENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION, OF THE CoM- 
MITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to adjournment, in room 
1334, New House Office Building, Hon. Oren Harris (chairman of the 
subcommittee) presiding. 

Mr. Harris. The committee will come to order. Resuming the 
hearings on H. R. 8901 and similar bills, proposing to create a Wash- 
ington Metropolitan Transit Authority, we will have for our first 
witness this morning, Mr. Walter C. Cleave, vice president of Blyth 
& Co., Chicago, Tl. 

Mr. Cleave, we will be glad to have you take the witness chair and 
give us the benefit of the information that you have regarding this 
problem. I understand you are vice president of this company and 
experienced in investment banking. 


STATEMENT OF WALTER C. CLEAVE, VICE PRESIDENT, BLYTH & 
CO., INC., CHICAGO, ILL. 


Mr. Cieave. Yes, sir, that is correct. 

Mr. Harris. May I say also, if we have caused you any inconven- 
ience by having you stay over, we are very sorry. 

Mr. Creave. I appreciate the position you folks were in and we 
were able to accommodate our people, so it is all right. 

I have a paper here which I will give the reporter for the record. 
I do not intend to read it. I will rather refer to it generally. 

Mr. Harris. Do you have copies of it ? 

Mr. Cieave. Just one copy is all I have. 

(The paper referred to is as follows :) 


STATEMENT OF WALTER C. CLEAVE, VICE PRESIDENT OF BLyTH & Co., INC. 


I have been active for over 35 years in the investment banking business and 
have devoted my entire time to financing public improvements. 

Blyth & Co., Inc. is one of the largest investment banking houses in the busi- 
ness. Most of our business is financing private business enterprises. We, also, 
have a department created to finance public improvements of States, cities, and 
other public corporations. We do not urge public ownership but have assisted 
public officials in financing programs when they have failed to interest adequate 
private funds. 

Late last year we were contacted by the Commissioners of the District of 
Columbia and their Public Utilities Commission and asked to meet here in 
Washington to discuss mass transportation in the Washington metropolitan area. 
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I am sure we were contacted because of our experience in financing the 
Cleveland Transit System when the city of Cleveland acquired its system in 
1942. A year or so later, we bought the Seattle Transit revenue bonds from 
the Reconstruction Finance Corporation, refunded them into a lower interest 
rate and marketed the bonds. From about 1938 on we made a careful study 
of transit in Chicago. The surface and elevated systems operating in Chicago 
had been in receivership or bankruptcy for about 20 years when they were taken 
over by the newly created Chicago Transit Authority in 1947. We assisted 
city of Chicago officials in writing the Metropolitan Transit Authority Act, the 
franchise, the trust agreement, and headed the group of investment bankers that 
sold the CTA bonds. The proceeds of the $105 million bond issue was used to 
acquire the properties of the Chicago Surface Lines and the Chicago Rapid 
Transit System and provided funds for working capital and a start on the much 
needed modernization program. 

I am sure Blyth & Co., Inc. was contacted by the District of Columbia Com- 
missioners because their search for assistance called to their attention the lead- 
ing part my company played in Cleveland, Seattle, Chicago, and to a lesser 
extent in Detroit. I personally was assigned to meet with the District of Colum- 
bia officials as I headed all of this transit work to which I have just referred. 

After hearing the history of transit here in Washington, we agreed to assist 
the District officials in preparing a draft of a bill for submission to Congress 
which would create a Washington Metropolitan Transit Authority which would 
have adequate power to provide a mass transit system for this area. Its financ- 
ing would be accomplished by issuing bonds payable solely from revenue of 
the system. 

In order to present a bill in good workmanlike form, we retained the law firm 
of Caldwell, Marshall, Trimble & Mitchell, of New York City, to write the bill. 
Such a bill was drafted for us by Mr. John N. Mitchell, who is here today. The 
bill was then reviewed by the District of Columbia officials and their staff. 

Our agreed form of bill has been amended somewhat and is now before you. 
Mr. Mitchell will discuss it in detail. We believe the changes should be con- 
sidered carefully and that the bill should be amended to substantially its 
original form. 

Passage of the bill will establish the foundation on which a sound program 
can be built. All steps must be done with the greatest care. 

With the final terms of a workable bill known, we can develop a trust agree- 
ment authorizing and securing the bonds that must be issued to secure funds 
to cover the costs relating to the Transit Authority’s needs. 

It is my opinion that if the act, the trust agreement and all phases of this 
program are carefully and properly prepared that a sound bond issue can be 
developed that will prove salable so the Authority can meet the purposes for 
which it will have been created. 

These bonds will not be payable out of taxes but will be payable, both interest 
and principal, solely out of revenue of the transit system. Bonds of this type 
have been issued by Cleveland, Seattle, Detroit, and the Chicago Transit Author- 
ity and I am confident can be issued and marketed by the proposed Washington 
Metropolitan Transit Authority. 

Gentlemen, I will be pleased to try to answer any questions. 


Mr. Cuieave. I am Walter C. Cleave, vice president of Blyth & Co., 
and I have been active in the investment banking business for about 
35 years and have devoted my entire time to financing public im- 
provements. 

Blyth & Co. is a large investment banking house, one of the largest 
in the business. Most of our financing is financing private enterprise. 
We also have a department that is devoted to Taunting public im- 
provements of States, cities, and other public corporations. We do 
not urge public ownership but we have assisted many public officials 
in solving problems where they have been unable to raise the funds 
through private enterprise. 

Late last year the Commissioners of the District of Columbia and 
members of their Public Utilities Commission contacted Blyth & 
Co. to seek our assistance in advising with reference to a solution of 
the transit problem which prevails in Washington. I was assigned to 
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that job because of the experience I have had individually and per- 
sonally in studying and developing a financing program for the city 
of Cleveland, which was completed in 1942, and we later investigated 
and bought the Seattle Transit revenue bonds, which were then owned 
by the Reconstruction Finance Corporation, and following that we 
did the lead part in developing the Chicago Transit Authority, which 
solved a problem there of financing the transit facilities which had 
been in receivership or bankruptcy for over 20 years. 

The proceeds of the Chicago Transit Authority bond issue, the prin- 
cipal amount of which was $105 million, was used to acquire the prop- 
erties of the service lines systems and the rapid transit system and 
to provide a reasonable amount for a start on their modernization 
program. 

I am sure that Blyth & Co. was contacted by the District officials 
because of the background we had had in financing transit programs in 
those cities. 

After I had heard the history of the transit situation in Washington, 
we agreed to assist the District officials in preparing a draft of a bill 
for submission to Congress which would create a Washington Metro- 
politan Transit Authority, which would have adequate power to pro- 
vide a mass transit system for this area. Its financing would be ac- 
complished through the issuance of bonds payable solely from the 
revenues of the system. 

In order that a workmanlike bill would be presented, we retained 
the law firm of Caldwell, Marshall, Trimble & Mitchell, of New York 
City, to write the bill. Such a bill was drafted by Mr. John N. 
Mitchell, who is here today, and that bill has been revised somewhat 
from our original draft and it is before you at the present time. 

Mr. Mitchell will discuss the bill in detail. We believe that there 
have been some changes made in the original draft that might well 
be reconsidered, but in its present form we believe that it is workable. 

Passage of this bill would establish the foundation on which a sound 
financing program could be built. However, I caution everyone who 
has anything to do with it that the bill must be drawn with great care. 
The bill we are now talking about is the foundation upon which the 
program will be financed, and once this bill becomes law we will then 
be in a position to develop a trust agreement, which is the document 
that will authorize and secure the issuance of the bonds that will be 
necessary to be marketed to raise the funds to do the work. The trust 
agreement is the next stage of development and can be done with 
reasonable time as soon as we know the contents of this act. 

So it is important that we know the final draft of the act as early 
as possible to get that work under way. 

In my opinion, with the act drawn properly and the trust agreement 
drawn properly, this bond issue can be developed in a manner that 
will prove salable and can meet the purposes for which the Transit 
Authority is to be created. 

These bonds will be payable solely out of the revenue of the system 
and will be substantially the same as the issues that are outstanding 
or have been outstanding in other cities, particularly Cleveland, 
Seattle, Chicago, and Detroit. Detroit does have some taxing power 
that they say they have never had occasion to use, so the Detroit 
issue is not quite comparable to what we are talking about here. 
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The city of Seattle operates their transit system through a depart- 
ment of the city but it is financed with revenue bonds not payable 
out of taxes. 

The Cleveland situation is very similar to the Seattle. As Mr. 
Hyde told you yesterday, it, too, operates out of its revenue and has 
no taxing power. 

_The Chicago Transit Authority is the most directly comparable 
situation to what is being proposed here. There you have a separate 
incorporated body which is set up for the specific purpose of operating 
the transit system and has been doing so since 1947. 

Gentlemen, I think that concludes my remarks. I would be very 
happy to try to answer any questions that any of you may have 
regarding this bill or our relationship to it. 

Mr. Harrts. Are there any questions? 

Mr. Witxiams. Mr. Chairman. 

Mr. Harris. Mr. Williams. 

Mr. Witttams. Mr. Cleave, you mentioned in your statement that 
the bill had been changed in some places since you had gone over 
it or since it was originally drafted. Could you tell us what changes 
were made ¢ 

Mr. Crieave. The principal change in the bill as originally drafted 
has to do with the creation of the Authority. 

The original draft we had provided that the Washington Metro- 
politan Transit Authority be an agency and instrumentality of the 
United States of America. That subject was discussed here some- 
what yesterday. That was our original recommendation. 

Mr. WititaMs. You mean a Federal authority ? 

Mr. Crieave. Yes, sir. That has been changed in the present draft 
of being an agency of the Department of the District. 

Originally it was our thought that it would be better had it been 
set up in this way. However, I think either way is workable. 

Mr. Witxiams. Were there any other basic changes in the bill? 

Mr. Cieave. I think the rest of the changes were mnor. They were 
mostly in form. I would say, no, that there are no other basic changes. 

Mr. Wiuur1ams. Thank you, sir. 

Mr. Harris. Mr. Hinshaw. 

Mr. Hinsnaw. Mr, Cleave, do you think that this bill has to be 
voted out by this committee and the House in substantially the same 
form as received to provide for a salable bond issue ? 

Mr. Crrave. Yes, sir, I think the bill as it has been prepared has 
been prepared with the care that we recognize must go into a bill that 
is basic on which a program of this kind must be built. 

This bill provides the framework on which we can develop a satis- 
factory trust agreement and under which the Authority has ways and 
means of getting into business and conducting that business over 
a period of years in a manner that we believe will interest the private 
money to come into this area for this purpose. 

Mr. Hinsuaw. Would you expect that the bonds be put up for bid ? 

Mr. Crrave. We have provided in this bill, sir, that the bonds be 
sold in the manner that the Authority consider in the best public 
interest. We have done that for a very good reason. 

Our experience in these complicated bond issues is that they are best 
developed if they can be developed by the people who are going to 
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have to live with them. When I say live with them, I say the invest- 
ment banks who buy these bonds are not going to buy them today 
and sell them tomorrow. We live with these deals as long as the bonds 
are outsianding. We have to look at a program that is sound in antic- 
ipation of future financing. 

There may be some additional financing in the future that may be 
desirable here for a rapid transit or for some other facilities. This 
program must be tailormade to fit the Washington area. 

I sincerely believe that a program of this nature can be developed 
best and the sale of securities negotiated in this way. We are aware 
of the needs and desires of lots of people to advertise bonds for sale. 
We know in these large complicated bond issues where the public 
officials are dealing with responsible bankers that the public has not 
been hurt in the development of the deal, have not been hurt interest- 
wise and it can be done satisfactorily or the Authority should have 
the right to go ahead and advertise them for sale if they cannot reach 
a reasonable agreement. 

Mr. HinsnHaw. Has any preliminary agreement been entered into 
between you and the District Commissioners for purchase by the 
Blyth Co. as the head of a banking group ? 

Mr. Cieave. No, sir. We have made no agreement. Our contribu- 
tion up to this point is strictly voluntary and on our own behalf and 
our interest to assist the Nation’s capital in doing a job. 

I can go one step farther and say we could not possibly do that if 
we wanted to, because the body that would issue the bonds is not yet 
in existence. So there is no one to contract with at this stage of the 
game. We have no agreements. 

Mr. Hinsuaw. The Commissioners under the authority have the 
power to appoint the body. 

Mr. Creave. That is right. 

Mr. Hinsnaw. So it is just about the same thing. They have the 
power to act in behalf of the Authority until it is appointed. 

Mr. Cuieave. That is correct, in the present draft of the bill; but 
that was not in the draft that we presented. 

I mieht add that the draft we presented ealled for the President 
of the United States appointing the Board members. 

Mr. Priest. Will the gentleman from California yield at this point? 
Mr. HinsHaw. Yes. 

Mr. Priest. May I ask a question that if the bill were to return to 
the original draft, providing for a Federal Authority with the Board 
appointed by the President, and no other material changes made other 
than that, would your answers to Mr. Hinshaw with reference to the 
financing stand as they are ? 

Mr. Creve. Yes, sir. 

Mr. Priest. That would make no particular difference ? 

Mr. Crieave. We think it would be a better bill and a little more 
attractive bond issue if it were set up that way, marketwise. 

Mr. Priest. Thank you, Mr. Hinshaw. 

Mr. Hate. If it were set up which way ? 

Mr. Creave. As a Federal agency. However, I made it clear that 
either way is workable. We can finance, I am sure, on either basis. 
But our original recommendation was a Federal agency. 

Mr. Hrnsuaw. Mr. Cleave, would you submit to the committee for 
its consideration the act as it was originally proposed by you? 
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Mr. CLEAve. Yes, sir. 

Mr. Hinsuaw. Sothat we may have it for reference. 

Mr. Creave. I have a copy of that here and I would be very glad to 
do it. 

Mr. Hinsuaw. How many points do you think that such a bond issue 
should allow to the selling group ? 

Mr. Creve. I think that rests a great deal on how good the bond 
issue is. If it is one that we have to go out and do a lot of hard work 
peddling it 

Mr. Hinsnaw. I am talking about the bond i issue under the circum- 
stances that you have outlined here. 

Mr. Cieave. Normally, I think it is a safe thing to say, in answer to 
that—it is a difficult question to answer because market conditions and 
the type of merchandise are going to dictate that—if it is a good issue 
that is readily acceptable by the public and the investors of the Nation, 
it can be sold at a smaller spread. If it is one that involves a lot of hard 
work peddling it and advertising expense, the spread has to be greater. 

I can answer the question in this way, as related to some of our larger 
issues of revenue bonds for other purposes: We have had many cases 
recently where we had the larger issues, the turnpike bonds and so 
forth, with spreads ranging from a point and three-quarters up to a 
two and a half points. 

Our original program with the Chicago Transit Authority, I believe 
ran as high as 4 points, but there we had 10 years of experience and 
much cost involved in connection with it. So the determination of 
spread can be reached at the time you market the bonds based on what 
has gone into the issue at that time. 

Mr. Hinsuaw. I realize that. You have outlined a set of considera- 
tions under which a trust agreement can be worked out satisfactorily, 
you think, and certainly you must have had in mind something at the 
time that this proposed act was worked out, which would be salable, as 
you said, and marketable. 

I hope you intended to buy the thing that you advocated. I was just 
wondering what sort of a spread might be involved i in a deal like that, 
whether it would be 2 points or 7, as it sometimes is. 

Mr. Cieave. It will not be 7, I can assure you of that. That is un- 
constitutional. Two points is more within reason. The general level 
of spread that goes into this type of business is that. 

Mr. HinsHaw. What was the spread in the Cleveland issue ? 

Mr. Crieave. That was in 1942; my memory does not go back so well. 

Mr. Hinsuaw. My memory goes back further than that. What was 
the spread in Chicago? 

Mr. Crieave. I think we had a 4-point spread in the Chicago issue 
but we had a vast amount of expense in the Chicago issue that we would 
not have here. 

As I remember in the Chicago deal, at the underwriters’ expense, we 
retained consulting engineers to advise us as to the feasibility. We 
may have to do that here before we get through. I don’t know. It 
depends entirely on how the mechanics work out. 

Mr. Hinsuaw. You have an underwriting group, a buying group, 
and selling group, and I was just wondering what sort of spread 
you expected in a case like that. 

Mr. CreAve. IT think your statement, sir, of the underwriting, buy- 
ing, and selling group, is a little misleading as we have the financing 
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accomplished on these public matters. The bonds are bought outright 
by the underwriting group. It is their merchandise. They then go 
sell them. They do not farm them out through a secondary selling 
group as is done sometimes in corporate financing. 

We have a one-stage operation. That is the purchase of the bonds 
and the immediate reoffer to the public. 

Mr. HinsHaw. You mean that Blyth & Co. would handle the entire 
issue ? 

Mr. Creave. No, sir. We would have set up with us a group of 
dealers in the investment banking business who are active in handling 
this class of merchandise, who would be interested in taking a partici- 
pation along with us and they would have the same liabilities as we 
have except as to amount. There may be dealers that would have 
smaller amounts than we. But they would all be in the account on the 
same basis. They would all own the bonds at the same level and offer 
them to the public at the same price. 

Mr. Hinsuaw. There ought to be something in it for the origina- 
tion of the issue, I would think. 

Mr. Cieave. We make that up within the mechanics of the invest- 
ment banking business by charging the underwriters a modest fee for 
the work we put into it. 

Mr. Hinsuaw. It isthe same thing. 

Mr. Cieave. That is right. 

Mr. Hrnsuaw. It is just by another name and a different direction. 

Mr. Cieave. I have my personal copy of the original draft if you 
would like that for the record. 

Mr. Hinsuaw. We would. Thank you very much. That would be 
very helpful. 

(The Sstealaent was filed with the committee. ) 

Mr. Hinsuaw. In what respects are you particularly anxious that 
this not be changed? In other words, if we start to do some of the 
things we are thinking about—I assume we are thinking about, from 
the questions asked—there will be some changes in the act if we 
pass it. 

I would like to know from you, offhand and not to commit you 
to anything more or less than what you say, as to what particular 
portions of the act are particularly important. 

. Mr. Cuieave. I think one of the most important points is the point 
that was discussed to some extent here yesterday. That is the ques- 
tion of the powers of this Board. 

This Board, in my opinion, must be the Board that is not only re- 
sponsible for setting up the program establishing the transit system 
and rendering that service, but is directly and solely charged with the 
operation, maintenance of the system, and charging adequate fares to 
make the whole system work. 

If you are going to have any review or veto power of the Board’s 
actions, I seriously doubt that the bonds could be sold. 

We have gone through that in Illinois at great length in Chicago. 
In the Chicago Transit Authority the board is the sole controlling 
body. We have seven members there that are appointed, four by 
the mayor of Chicago, subject to veto by the Governor; three by the 
Governor, subject to veto by the mayor. That board of seven men 
are the men who are responsible for operating the whole system and 
charging the fares that are adequate to make it work. 
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The question has been raised out there many times substantially 
along the lines that was discussed here yesterday of why should not 
some other board have some right of review. We have had to par- 
ticipate actively in opposing any such program. There has been talk 
of putting the bank under the Illinois Commerce Commission as a 
board of review and they have had legislative hearings on that ques- 
tion. In each case the facts have been thoroughly supported, proving, 
first, that the authority has done a commendable job, and, second, that 
they should certainly not be under the control of another board. Here 
we have a board of seven men, four appointed by the mayor and three 
by the Governor—I am speaking of Chicago—and if they cannot run 
the job right and do the job they are responsible to carry through, 
how could we expect the Illinois Commerce Commission to do any 
better job when they are appointed solely by the Governor? The 
mayor has no control over the Illinois Commerce Commission. 

We would certainly not want to see anything written into this bill 
that creates any further review or veto power of any of the acts of 
this board. 

We are assuming that the board members will be responsible citi- 
zens and if they fail to do their job, then they are not complying with 
the statute : and may be replaced by whoever appoints them. 

As it is drawn now, they would be replaced by the District Commis- 
sioners and the way it was originally drawn, they would be replaced 
by the President. In any event, should they be solely responsible if 
you propose to sell revenue bonds for this project. 

Mr. Hinsuaw. The holders of the bonds would have only the reve- 
nues of the Authority to look to. 

Mr. Creave. That is right. 

Mr. Hinsuaw. I take it that if the revenues were not sufficient to 
pay the bonds that there would be a receivership ? 

Mr. Creave. That is correct, providing it went that far. The act 
requires that the board is obligated to charges rates adequate to keep 
the service running. If they fail to do that and if they fail to keep 
the rates up to meet their costs or fail to reduce their operating ex- 
penses to meet the prevailing conditions, then the right of receivership 
prevails. 

I doubt very much if that would ever happen because the board itself 
would be called upon by the bondholders if it got to the point where 
the bondholder was hurt. If he went into court, the courts would nor- 
mally mandamus the board to do what the law requires it to do. 

Mr. Hinsuaw. If I am not mistaken, this would be the first time 
in history, in accordance with your proposal of a Federal entity, that 
a Federal entity could be put into receivership. 

Mr. Cuieave. I am not qualified to talk on that subject, sir. I don’t 
know. 

Mr. Hinsuaw. Then you would have the question of whether the 
Congress had the right to change the bankruptcy laws. We are ina 
different situation here than you are in Cook County or the State of 
Illinois. We make the basic laws. 

Mr. Cieave. That is right. 

Mr. Hinsnaw. That is, subject to the Constitution. I do not think 
that the United States could put itself in the position of having a piece 
of its property taken back by private interests under receivership. 
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Mr. Cieave. Sir, we explored that point rather carefully with Mr. 
Mitchell, who is the principal draftsman of this bill. He is here and 
when he comes on a little later he will be willing to discuss that point 
with you. 

We did go over that at some length and we were satisfied that it 
could be done. 

Mr. Hinsuaw. I suppose it could be done under the law if we 
wanted to subject ourselves to it. I think that would be something 
that Congress would be inclined not to do. 

I yield to the gentleman from Minnesota. 

Mr. O’Hara. I[ had in mind the provision as.to eminent domain and 
the taking of property for the use of the Authority. 

You do recognize the right of appeal from the judgment of the 
Federal district court upon any order of condemnation or exercise of 
eminent domain, do you not, that the persons affected would have the 

right of appeal from the order or judgment of the district court as 
to the taking of the property! You do recognize that they would 
have that right ? 

Mr. Cuieave. Certainly. I do not believe there is any attempt in this 
bill to take away any rights of that kind. 

Mr. Hinsuaw. I would like to point out that this is an interstate 
matter and not an intrastate matter because it involves the States of 
Maryland and Virginia. I am inclined to think that Mr. Mitchell is 
going to have to stretch himself to explain and to bring out the prece- 
dents, so to speak, for portions of this bill. He may be able to do it 
but he is going to have to stretch himself some. 

Mr. Creave. I will let him speak for himself on that, sir. 

In setting up this bill, we followed the recommendations of the Dis- 
trict Commissioners that this is an area problem. Transit is an area 
problem. Our attempt to set up a bill was to be one that would work 
within the area rather than be limited to the boundaries of the District 
of Columbia. 

Mr. Hinsnaw. I think it could be done in the District of Columbia 
but I doubt it could be done interstate. I will suspend until Mr. 
Mitchell takes the stand. 

Mr. Harris. Mr. Rogers. 

Mr. Rocers. Mr. Cleav e, you said you believed in the operation of 
systems of this kind by private enterprise but that you had helped to 
finance many public operating systems. You are looking at it strictly 
from a banker’s standpoint ; are you not ? 

Mr. Crrave. We are looking at it from a very practical standpoint, 
sir. In recent years the inv estment banking business, to the best of 
my knowledge, has been unable to interest private money into going 
into a mass transit transit operation as a private enterprise. 

Mr. Rogers. That is the point I am making. You are looking at it 
from a practical banker’s standpoint. In other words, you have to 
have security for the money that you use and you have to have a good 
chance to get it back. 

Mr. Creave. That is right. 

Mr. Rogers. The bill, as it has been drawn, is in keeping with that 
theory, that there has been no free- -enterprise money or private-enter- 
prise money available because of the risk in this particular business. 
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Therefore, if you have to use public funds you have to draw a bill that 
will insure the return of those funds to the bond holders. 

Mr. Creave. That is correct. 

Mr. Rogers. Do you not think that if you could draw a bill similar 
to this and permit a private-enterprise organization to operate under it 
that they could make a pretty good “killing” out of it? 

Mr. Cirave. I think that would depend entirely on the terms of 
the bill. You are probably right, depending on what the bill 
contained. 

Mr. Rocers. My thought is simply this: this bill goes a long way 
toward establishing an absolute authority in a very small group of 
people. It invades many rights, in my opinion. 

You think that unless those absolute powers that you included in 
this bill are present in legislation, the possibility of selling the bonds 
would lessen quite a bit? 

Mr. Cieave. I very definitely do, sir. I might add that the pattern 
that we are working out here has quite a precedent here in Washington. 

The city of Seattle in 1937 had owned its system from about 1920 
and they discovered that their system had run down very badly 
because they did not have a carefully set up ordinance that required 
all the income to be used in the system. They ran the city with the 
income of the transit system to the point that their equipment got 
very poor. They tried to figure out what to do about it. They also 
had some bonds outstanding which had been outstanding since 1920 
and I think they were in default at that time. 

In their efforts to try to solve that problem, they came to Wash- 
ington, to the Reconstruction Finance Corporation. The RFC, as 
I remember the picture, and I made a careful study of it, insisted 
that they get a special enabling act in Washington, that they draw 
an ordinance: acceptable to the RFC. 

The pattern that was laid out here is substantially what the RFC 
dictated for Seattle in 1937. 

Subsequent to that time Cleveland bought its system in 1942 and 
we headed the banking group that bought those bonds. There we 
had at least a gentlemen’s agreement with the public officials that 
they would do certain things at the next general election. They 
wanted to buy the system under an option that they had to buy the 
stock and that required completion of the financing and payment of 
the stock along about March or April of 1942. It was in November 
1942 that they could have a general election to amend the city charter 
to create a board with the powers that we are providing here. 

They did go ahead in part with what they agreed to do. They 
had a vote on a charter amendment but they failed to put in the 
charter amendment the powers in the board that we had at least 
agreed would go in there. 

It was a few years later than that, as Mr. Hyde told you yesterday, 
that the city of Cleveland wished to finance its rapid transit program. 
They came to us and they went to other investment bankers and 
wanted to know if we were interested in buying a bond issue of the 
city of Cleveland to provide about $18 million for that rapid transit 
facility. We said “No,” we were not interested because their board 
had no powers. 

Everything that had to be done there that the board did do was 
subject to final approval by the city council. We said, “We can’t 
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work that way in this kind of financing. It just won’t attract the 
money. 

They asked us if we would give them a letter to that effect. I knew 
what they wanted the letter for. 'They wanted to show that they tried 
to get money through private channels. I know they went to other 
investment bankers and got the same sort of response. 

They came to Washington to the Reconstruction Finance Corpora- 
tion and the first thing ‘the Reconstruction Finance Corporation did 
was to require them to ‘amend the city charter to put the powers in the 
board that we wanted there in the first place. 

So you have a very splendid precedent, in two cases, Seattle and 
Cleveland, for the powers to be placed in the Board, which came out 
of Washington. 

Mr. Rogers. The power is one of the things that worries me in this. 
You said your original bill called for a Federal Authority rather than 
a District Authority. 

Mr. Cueave. That is right. 

Mr. Rogers. Is the power to tax involved in that preference on your 
part ? 

Mr. Cirave. The tax provision in our original draft and in this 
draft are substantially the same. 

Mr. Roaers. In other words, you do not need the taxing powers for 
the simple reason that your Commission or Board or members of the 
Authority’s decisions are not appealable. You would have the right 
in your trust agreement concerning the issuance of the bonds to re- 
quire the revenues to be kept at such levels to meet the interest and 
sinking funds requirements under those bonds? 

Mr. Cuieave. That is right. 

Mr. Rocers. Under the trust agreement you could force the Author- 
ity to do it and the members of the Authority would have the au- 
thority to raise the rates and make such charges that might be neces- 
sary to meet the interest and sinking fund ? 

Mr. Creave. And by this act the obligation to do so. 

Mr. Rogers. That is right, the obligation to do so. 

Mr. Cieave. That is right. 

Mr. Rogers. Not only the power but the obligation. 

Mr. Cirave. That is right. 

Mr. Roaers. In addition to that, could you underwrite such a bond 
issue, or would Blyth & Co., or any other bonding group, underwrite 
such an obligation without an arbitration feature in the Act itself ? 

Mr. Crieave. You are speaking of arbitration with labor? 

Mr. Rogers. Yes, labor. 

Mr. Cieave. You are in a subject that I am not qualified to discuss. 
We have been realistic enough to recognize that you must have the 
necessary help to run a mass transit system. Whatever that proper 
method is, is what should be written into this bill. I am not qualified 
to discuss on what the labor relations should be. 

You are familiar with the fact that we do operate in Chicago and 
the Chicago Transit Authority, and that act gives the Chicago Transit 
Board powers to work out its problems with labor. 

Mr. Rogers. As a practical banker, you would not be underwriting 
bonds that would be issued by virtue of the powers and authority 
granted in this bill without understanding would you, Mr. Cleave, 
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that the members of the Authority have the right to settle these labor 
disputes and there is no appeal from their decision ? 

Mr. Cieave. They must have that power. 

Mr. Rocrrs. In order to make the bill a bill that will support sal- 
able bonds. 

Mr. Cieave. That is right. 

Mr. Rogers. Without that you could not sell those bonds # 

Mr. Cixave. That is correct. They must be able to run the busi- 
ness and they are charged with the responsibility of running it. 

Mr. Rogers. I believe that is all I have, Mr. Chairman. 

Mr. Harris. Mr. O'Hara. 

Mr. O'Hara. Mr, Cleave, in questions asked you by Mr. Hinshaw, 
you gave us the approximate cost of financing the Chicago bond issue, 
percentagew ise. What was the cost of the ‘financing of the Detroit 
issue ? 

Mr. Cieave. The cost of financing / 

Mr. O'Hara. Yes. 

Mr. Cieave. You are referring to the interest rate / 

Mr. O’Hara. The underwriting cost and charges. 

Mr. Cieave. Detroit is a rather small issue. It was only $12 mil- 
lion. I do not recall the spread on that but I would be willing to guess 
it was just about 2 percent. 

Mr. O'Hara. What was the spread on the Seattle one ? 

Mr. Cuirave. I think that was in the same range. That was quite 
a few years ago. We bought the Seattle bonds from the Reconstruc- 
tion Finance Corporation. They were 414 percent bonds. We per- 
mitted the city of Seattle to pay off $1,300,000, or $1,400,000 of st 
bonds from cash they had on hand. Then we reduced the interest 
rate from 414 to 314 percent and went ahead and marketed them. I 
do not know what the spread was. I would guess it was within shoot- 
ing distance of 2 percent. It may have been up or down a little bit. 

Mr. O'Hara. Are the revenues from these bonds tax exempt? 

Mr. Cieave. The interest that the bonds carry will be exempt from 
Federal income taxes. 

Mr. O’Hara. Do you not envisage that the passage of this bill 
would eliminate the possibility of private enterprise ever being able 
to negotiate and get an operating fr ranchise here ? 

Mr. Cuxave. I would not think so, sir. I don’t know just how to 
answer that question, except that this bill is coming at the end of 
several months of effort to get private operators. The fact that it is 
on the books, if a satisfactory private operation developed in the 
next few months that the District and everyone down here liked and 
wanted to go ahead with, I think you would just go ahead and do 
that and this would be a moot question. 

Mr. O’Hara. It would be the embalming fluid that would end any 
private enter prise trying to come in and “compete with this sort of 
authority in this bill. 

Mr. Cieave. You are coming up now at the end of several months 
of efforts that have been made. Public advertisement has been made 
for private operators. I am not familiar with all that background. 
But when we were invited down here to discuss this matter as an 
authority we were informed—in fact, were given a ePey of the adver- 
tisement that appears seeking pr ivate operator s—and we merely are 
supplying this as a means to an end if they are unable to get a satis- 
factory private operator. 
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Mr. O'Hara. When were you called in? 

Mr. Cirave. It was late November. I don’t know the exact date. 
I was back here again about the 20th of December. I have practically 
lived in Washington ever since. 

Mr. O’Hara. The amount of money which is requested here is $20 
million. 

Mr. Cieave. That is the amount that is provided in this bill for 
interim financing. 

Mr.O’Hara. Do you think that is going to be adequate for an oper- 
ating cushion ¢ 

Mr. Creave. It is not designed for an operating cushion. It is 
designed to get the Authority in business pending the time that they 
could sell their Authority bonds. It may well be that they would 
never have to draw that at all. If this program can be crystallized 
and completed, the bonds could be issued and the proceeds of the bonds 
do the entire job so that you would never need to draw on that $20 
million at all. That is merely there as a safeguard if there are 
problems facing the Authority between the time it is formed and the 
time it can actually get in business. 

We sincerely hope that they would never have to draw on that. 

Mr. O’Hara. From your experience, what do you think would be 
necessary as a cash operating cushion that any such Authority would 
have to have in the operation of this system / 

Mr. Cieave. I don’t understand your question. 

Mr. O’Hara. I mean by that, would they need 1 or 2 million dollars 
of liquid cash ? 

Mr. Cueave. Are you speaking of working capital ? 

Mr. O'Hara. Yes. 

Mr. Cieave. I don’t know the answer to that. I would imagine 
something in the vicinity of $2 million as a working cash account 
would be reasonable. 

Mr. O’Hara. What do you think would be the cost of obtaining the 
equipment which would be necessary to operate ? 

Mr. Cieave. All I know on that is what the District Commissioners 
have discussed so far and that is that the new buses are estimated to 
cost about $22,500 apiece and they need in the vicinity of a thousand 
of those, so that means $22.5 million. There would be a couple of 
million dollars of working capital on top of that, and you are talking 
in the vicinity of something like $25 million. 

Mr. O’Hara. That is all. 

Mr. Harris. Mr, Flynt. 

Mr. Fiynt. Mr‘ Cleave, approximately what rate of interest would 
these bonds have to bear in order to be readily salable at the present 
time ? 

Mr. Cxieave. That is a question we can only answer when we get 
the bond issue set up. It depends entirely on how good a bond issue 
we can set up. I will answer this way: At the present time the Chi- 
cago Transit Co. bonds are outstanding which is a direct and com- 
parable bond issue to this. They have 414-percent bonds out in the 
amount of $30 million which are currently selling at about 9914 or 
993, or inthat range. Thoseare414-percent bonds. Mi 

I would sincerely hope that if we could do a splendid job in assisting 
the folks down here in setting the bond issue, well, we could come up 
with a bond issue lower than that rate. 

Mr. Fiynt. Lower than 41/4 ? 
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Mr. Cuxave. Yes, sir; that is the best answer I can give you on 
that question. The market will tell us at the time what the paper 
is worth. 

_ Mr. Fiynt. Would the inclusion of a compulsory arbitration clause 
in your opinion affect the salability of the bonds? 

Mr. Cieave. Of a compulsory arbitration clause ? 

Mr. Fiynt. Yes, sir. 

Mr. Cuieave. I am really not qualified to answer that. I don’t 
believe it would. For instance, Chicago is required to arbitrate with 
labor and they have sold their bonds. I would think that this could 
be sold. I would want to see the Board have just as much power 
to operate properly as it is legally possible to give them. 

Mr. Fiynrt. I predicated that question on your previous statement 
that you wanted the Board to have the authority to do it. 

Mr. Cirave. That is right. p 

Mr. Fiynt. I can conceive the possibility of taking it away from 
the Board by a skillfully drawn compulsory arbitration clause, where 
the Board would have no more control over it. 

Mr. Cieave. That is a point that is going to have to be explored 
very carefully and I think worked out soundly with people who are 
experienced in operating transit systems. 

I would be more inclined to follow the recommendation of experi- 
enced operators who have had the practical problems of working 
those problems out in the past. As a banker, I would look to com- 
petent people—Mr. Hyde, and people of that character—to say is this 
a workable program, and if it is not, we will tell you before the bill 
reaches final passage stage that, in our opinion, it is not. That is a 
question that the practical operators should be called on to answer 
rather than we. We would want to know that it is workable. We 
would carefully study that with experienced people. 

Mr. Fiynt. Before you would undertake to underwrite the sale of 
these bonds or to offer them to your associates and your customers, 
would you want to have a thorough and complete engineering survey 
of the proposed operations ? 

Mr. Cueave. Yes, sir. I think that is a part of the program that is 
really a must. 

Mr. Fiynv. Is it normal to have that based on past experience as 
well as contemplated experience ? 

Mr. Cueave. It is a combination of the two. You have to show 
what the system has done historically and what the engineers estimate 
it will do with modern equipment, conversions that are anticipated, 
the time of conversion, and all of those things. It will have to be a 
combination of history and projections. 

Mr. Fiynt. Would such an engineering survey normally include the 
past experience of the operating and managerial personnel ? 

Mr. Cieave. I don’t know how much they will get into that. I 
think they are more interested in the figures that the system has pro- 
duced. What has it done, what has been the riding habit? Those are 
the basic things. They will have to show the revenue of the system, 
what the operating expense has been, what the depreciation program 
has been. All of those will be done. 

We are assuming now when you start out with an Authority you 
are going to start out with a complete new control and management 
setup. So what the management may have done historically is of 
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interest in the development of their study, but not necessarily what 
the system will be expected to do in the future. ' 

Mr. Fiynt. As I recall Mr. Hyde’s testimony yesterday—Mr. Hyde, 
I believe, is the manager of the transit system in Cleveland—he testi- 
fied that in his opinion the Capital Transit Co., presently operating 
the mass transportation system in the metropolitan area of the District 
of Columbia, was considered as one of the best in the country ? 

Did you understand him to so testify ? 

Mr. Cieave. I didn’t catch that, but I think it has been a good system. 

Mr, Fiynt. That is gased partially, at least, on the experience of 


the executives, the managers, and the operating maintenance 
personnel. 


Mr. CiEave. That is right. 

Mr. Fiynt. Would the engineering survey take into consideration 
the past experience of a known efficiently and economically operating 
company and include in their projected report or report of projected 
operations the past experience of transit executives and trained man- 
agers and trained operators and maintenance men ? 

Mr. Creave. I think they would. I don’t like to talk for engineers 
because I am a banker, but I am quite confident they would have to 
take that into consideration. 

One of the things they would certainly have to know is something 
about the ability of the management of the proposed system. I am 
sure that they would give full weight to competent management. 
That is very rch 

Mr. Fiyntr. From your experience from having seen similar re- 

orts of this nature, as of this time, could any engineering report base 
itself upon the proposed operators, executives, and managers with- 
out having any idea who those proposed operators, executives, and 
managers would be? 

Mr. Cieave. You are speaking now of a system to operate in the 
future? 

Mr. Fiynt. Yes, the proposed system. 

Mr. Creave. I do not believe so. I think they would have to know 
who the operating personnel is going to be and who the general 
manager is going to be to have some idea if they know something 
about the business. It is a complicated business. I think any en- 
gineer would want to know if we are getting competent people to 
run the business. The margin between the gross income and the 
amount of money that goes out in operating expenses is so thin that 
competent management will keep on a level basis and poor manage- 
ment will run it into the red very quickly. 

Mr. Fiynt. I have no further questions. 

Mr. Hixsuaw. Mr. Cleave, I am curious to know why this bond 
issue would be made on this kind of a basis, or to be proposed on this 
kind of a basis instead of an equipment trust loan. 

Mr. Cieave. This act, as drawn, provides for both. The Authority 
would have the right to issue equipment trust certificates. I think 
they should have that right. There may well be the opportunity to 
acquire equipment through the equipment trust program. 

tn the total financing of the program, in the first instance there 
may be some equipment trust certificates issued to acquire part of this 
equipment. You cannot issue equipment trust certificates for park- 
ing tots for your buses or garages or things of that kind. So you 
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need bonds. For rolling stock you could issue equipment trust: certifi- 
cates and this act provides for both. 

Mr. Hinsuaw. You do not need revenue bonds for real estate. 

Mr. Cirave. In this case the revenue bonds provide all of the money 
for all of the facilities to establish this transit system. 

Mr. Hinsnaw. Is it not true that equipment trust certificates sell 
for a considerably lower rate of interest and also discount than would 
a revenue bond ? 

Mr. Creave. I think the answer to that question is “yes.” It de- 
pends a great deal on the money markets, frankly, on what you can 
do with equipment trust certificates. Six months ago you could sell 
equipment trust certificates at a very low rate of interest. Today the 
banks are not in funds as they were some months ago, and they are the 
Oa, purchasers of short-term paper. So your rates would be 

1iger on equipment trust paper today than 6 months ago. Generally, 
I thing the safe assumption is that you could get a lower rate of in- 
terest on equipment trust certificates than you would have to pay on 
your bonds. That would be a part of the financing program which 
would be developed into your original financing after this act is passed 
that gives the Authority the power to issue equipment trust 
certificates. 

When the total overall financing program is assembled, it will give 
full consideration to which type of financing fits the program best. 

Mr. HrnsnHaw. Would not real-estate bonds in the city of Wash- 
ington with the security of the city of Washington sell at very low rates 
of interest ? 

Mr. Cieave. You are speaking of bonds of the District that would 
be supported by the taxing power of the city of Washington ? 

Mr. Hinsuaw. Possibly so. After all, this is going to be a Federal 
setup according to your proposal, and under such a proposal it is tax- 
free property. 

Mr. Cieave. That is right. I think there is no question sir, that 
if you authorized the issuance of bonds by this Authority that would 
be payable under the unlimited ad valorem taxes of all the taxable 
property of the District of Columbia that you would get a substan- 
tially lower interest rate. 

There has been no discussion of that so far as I know; that is, to 
make this a tax-supported program. 

Mr. Harris. What do you mean by “substantially”? 

Mr. Creave. Substantially lower interest rate? 

Mr. Harris. Yes. 

Mr. Crieave. I think the best answer to that was “yes.” There was 
an issue of bonds of one of your neighboring counties, I think Mont- 
gomery County, to a banking group headed by a New York bank and 
some of the Washington investment bankers were in that business— 
I don’t know the exact interest on it—it was about 2.9 percent. I 
think it was Montgomery County. I have been informed that it is 
2.875. Those are tax-supported bonds of Montgomery County. So 
it is very close to 3 percent. The spread between that and what we are 
talking about here is 1 to 114 percent. I don’t know what it is. That 
is, if you did the job right, now. 

Mr. Hinsuaw. Under this Authority set up that has been proposed, 
we have the condemnation rights, of course, and can take property. 


9 
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That could be taken under the District of Columbia, itself, could it 
not, and be leased by the District to the Authority ? 

Mr. Cuirave. There is nothing contemplated of that that I know 
of. In this case the properties that would be needed in this system 
would be acquired by the Authority and put into the system by the 
Authority. 

Mr. Hinsuaw. But that is a possibility, is it not? 

Mr. Cuieave. I do believe they have the right in here for accepting 
grants and things of that kind, so it could be that the District might 
acquire something and give it to the Authority for use in its operation. 

Mr. Hinsuaw. That is the thing that I have to object to. In other 
words, we have a setup requiring high rates of interest and big dis- 
counts when practically it isa Government bond. 

Mr. Creave. I would not say it is practically a Government bond 
because no Government moneys can go to pay the principal or interest. 
of this bond. It is a bond of the agency but must be paid out of the 
income of the service. 

Mr. Hinsnaw. This would be a child of Federal enactment that 
had a very peculiar face, [ think, to offer to the public. 

Mr. Creave. It is the first of its kind that we have had. You are 
right about that. 

Mr. Htnsnaw. No one has ever seen the time—certainly in your 
lifetime and mine—when a Federal Government bond went to bank- 
ruptcy. 

Mr. Creave. May we call this a Federal Government bond in our 
prospectus? I would like to. 

Mr. Hinsnaw. No, I have not said that. I do not have the authority 
to give such title to a bond. I do not believe I would be a party to it. 

Mr. Cuxave. I don’t think so. 

Mr. Hinsuaw. I am curious because, after all, we have proposed 
here a Federal setup—a Federal agency—that can be foreclosed. It 
can be thrown into bankruptcy, and that is something unique. 

Mr. Crieave. That is only if the board itself fails to do what it is 
supposed to do. We are assuming that the District of Columbia offi- 
cials, if they appoint the board or the President, if he appoints the 
board, will appoint responsible people to this board to run this busi- 
ness. If they do, they will never have occasion to worry about the 
receivership. 

Mr. Hate. What coupon rates do you expect these bonds to bear? 

Mr. Cuieave. I think that is a question I answered before. The rate 
must be determined when you are ready to go to market and when you 
know what you have to sell. We don’t know now what this final bril 
will have in it. We don’t know what the draft of the trust agreement 
will contain in the way of sound security provisions. But I answered 
that before by saying that the Chicago Transit Authority currently 
has 414 percent bonds outstanding which are selling at a slight dis- 
count. The low counterpart to that is a general obligation bond of 
an adjoining county which yesterday sold just under 3 percent. 

Mr. Hate. The Chicago Transit bonds are selling at a very substan- 
tial discount ? 

Mr. Creave. It depends on which issue vou were talking about. The 
834, sell around 87. The 414 are selling under 4. 
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Mr. Hatz. Do you anticipate that these bonds would carry a coupon 
of 4 or 414 percent ? 

Mr. Curave. I think that is a reasonable assumption at the present 
time. 

Mr. Hate. Do all these transit authorities operate at a profit? 

Mr. CieAve. I have recently made a careful check of the other major 
cities that have transit facilities operating in the same manner as is 
being proposed here. I have a letter in my possession from the general 
manager of the Detroit System which says that they are operating in 
the black. They are operating wholly within the income of the system. 

Mr. Hatz. Is it not true that the only reason these transit authori- 
ties ever came into existence in the first place was that private enter- 
prise was unable to operate at a profit ? 

Mr. Cuieave. It is a combination of things, sir. Chicago came into 
being—and it is the only real independent transit authority—because 
there had been 6 major attempts over a period of about 20 years to 
solve the transit problems that prevailed in Chicago. The rapid 
transit lines had been in bankruptcy, the surface lines had been con- 
trolled by Federal court receivers from 1927 on to the time that the 
Chicago Transit Authority took it over in 1947. There was one addi- 
tional reason for the creation of a Transit Authority in that case. 
Chicago could have done that job just as Detroit has done its job and 
Cleveland its job and Seattle its own job. 

Chicago could have issued those bonds as a bond of the city of 
Chicago as a transit facility but it would not have rendered the service 
that was necessary. The reason that the authority was created was 
that the service of the Chicago system extends beyond the corporate 
limits of the city of Chicago. It goes into Evansville, Millett, Oak 
Park, and various other suburbs in the west and southwest. So we 
were taking in an area as is being proposed here. 

This Authority goes beyond the corporate limits of the District of 
Columbia. That is the reason the Authority was set up. 

Mr. Hate. Is it not true that the mass transit business in the United 
States gets worse and worse year by year? 

Mr. Crieave. That is one of the great problems of it. I think one 
of the things that we cannot overlook and no one can overlook is the 
history of your own system here in Washington. I have been pre- 
sented with operating figures here which show the Capital Transit 
Co. under schedule S—1 showing operating statistics from 1946 to 
1955. There is one interesting line along here to me, and it is to any 
investor that might be considering investing in transit, and that is, 
revenue passengers in 1946 exceeded 338 million in this system. That 
declined consistently every year to 165 million in 1954. That directly 
reflects the competition of the private automobile with this business 
and that is what makes it a difficult business to finance. 

Mr. Hatz. That is just what I am thinking about. Mr. Hinshaw 
asked some questions about the possibility of this Transit Authority 
going into receivership. Are there any instances of receiverships of 
transit authorities? 

Mr. Creave. No, sir. 

Mr. Hatz. I should suppose that if the Transit Authority could not 
operate at a profit and could not pay its interest coupons the tax- 
payers would have to step in? 
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Mr. Cieave. We sincerely hope we never reach that day, but the 
trend of transit has not been good and the Authority method requires 
that the system keep its rates adequate to meet its charges. 

Mr. Hate. These other transit authorities are immune from regu- 
lation by any regulatory body ? 

Mr. CiLEave. Yes, sir. To the best of my knowledge Detroit, Cleve- 
land, Seattle, and Chicago all control their own systems and set their 
own rates and their own services. 

Mr. Hate. The minute a labor union wants an increase in wages, 
they just automatically boost their rates. 

Mr. Cieave. It is not quite that easy, sir, because you must keep in 
mind the public interest involved. 

Mr. Hate. As far as I can see, the public is absolutely helpless. 

Mr. Creave. I do not think that is true. That has not been true in 
Chicago. They have respected the needs of the public. They have 
tried to keep the costs down. 

On the other hand, there is no way of avoiding the costs of mass 
transit. Somebody must pay the bill. 

Mr. Hate. Do these other transit authorities have the right of 
eminent domain of personality on a pick-and-choose basis ? 

Mr. Creve. I am not familiar enough with their legal background 
to answer that question. 

Mr. Hate. The District of Columbia has no right of eminent domain 
over personalty, does it, so far as you know? 

Perhaps that is not a fair question to ask you. 

Mr. Cieave. Being a banker, perhaps I am not qualified to answer 
that question here. 

Mr. Hare. Would you think that if the Authority did not have 
this right of piecemeal eminent domain, the bonds would not sell? 

Mr. Cieave. So much has to be done, sir, before the bonds are sold 
to get an operating system provided that I think you have to have all 
those steps pretty well crystallized and behind you, or about to go 
behind you, as soon as the money is provided. 

In other words, when the bond issue is developed and the bond 
money is going to be put up in trust over here to be disbursed in 
accordance with the program for which it is provided, all of these 
things are going to have to be ironed out. They are going to have 
to know what they are going to get. The engineers are going to 
have to know what they are going to get in order to make sound projects 
of a future system. 

It is hard at this stage of the game to tell what you will need or 
will not need in the way of any personal facilities, personal property. 

Mr. Hinsuaw. Will the gentleman yield to me? 

Mr. Hate. I will yield. 

Mr. Hinsuaw. Have you considered whether, under this proposed 
legislation, you may have set up a creature which would be very sub- 
ject to the laws of diminishing returns? 

Mr. Cieave. That is one of the worries in this business, very frankly. 
We have all been very conscious of that point. 

T have made exhaustive studies of transit facilities since about the 
middle 1930's, and the question of diminishing returns has been talked 
to me at every turn of the road. Ultimately we may reach that point. 
T do not know what that point is. 
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I have found that competent management can schedule its service 
to meet its needs, and thereby control its operating expenses quite well 
as related to its gross income. How long they can do that, when you 
get down to that point of diminishing returns, I do not know. But 
it is a point that has worried many people and it is probably one of 
the things that keeps private operators from being interested in transit. 

Mr. Hinsuaw. Then this particular Authority is subject to the kind 
and the character of management for its success, pure and simple, and 
otherwise it will run headlong into the law of diminishing returns, 
will it not ? 

Mr. Cieave. I think it could’run into all sorts of returns if it was 
not in the hands of competent managers. 

Mr. Harris. Mr. Hale, are there any further questions? 

Mr. Hate. It is a situation almost in reverse of what exists with 

respect to ordinary corporations, because the more prosperous the 
community is, the less it uses mass transport; is that not true? 

Mr. Cieave. I think that goes pretty well along the things that we 
are watching and are considerably interested in also, the vast amounts 
of money, public money, that Congress is talking about at the present 
time in connection with the Federal roads program. 

A vast amount of that money might well find its w ay into improving 
the main arteries into our metropolitan centers. That sounds fine 
and it is fine. The public needs it. But it creates another competitor 
for mass transit. 

The easier you make it for people to ride their own cars, the greater 
the competition is for the mass transit system. 

Mr. Hae. And if you have a period of depression and great unem- 
ployment, everybody sits at home and you do not have to use mass 
transit. 

Mr. Cieave. That is somewhat debatable, too. Again, you are get- 
ting into a managerial question which you should keep out of, but I 
will try to answer it as I have seen it. 

During the period of depression, people watch their dollars a little 
more car efully and their pennies. 

In Chicago we have seen that when business is generally a little 
slower, you will find not so many people riding their cars downtown. 
Many people will still come, but they ride mass transit. It is cheaper, 
and they do not have to pay parking fees, and pay the cost of oper- 
ating their automobile. 

Mr. Harr. Anyway, speaking very seriously, this committee has 
to face the fact that we are going to legislate for a type of business 
which is on the whole on the decline, and quite pronouncedly on the 
decline; is that right? 

Mr. Creave. That is correct. 

Mr. Hate. That is all. 

Mr. Harris. Mr. Priest ? 

The Cuatrman. I have no questions now, Mr. Chairman. 

Mr. Harris. Mr. Beamer ? 

Mr. Beamer. No questions. 

Mr. Harris. Mr. Springer? 

Mr. Sprincer. No questions, Mr. Chairman. 

Mr. Harris. Mr. Cleave, I believe you have answered this question, 
but I wanted to get it definite for the record. 
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In your opinion, do you think that the bonds of the Authority 
would be any less marketable if the interstate rates set by the Author- 
ity were subject to Commission review, presumably the ICC? 

Mr. Creave. I think the Authority should have complete control 
of its rates. However, I recognize that you do have a problem here 
where you are running over into two adjoining States, possibly, 
eventually. 

Initially, as Mr. Spencer pointed out here yesterday, only about 
4 percent of the service is rendered outside of the District of Columbia, 
and that is all in Maryland. That 4 percent may have to be under 
some other regulatory rate initially. 

I think it desirable, eventually, to have Maryland be a part of this 
program by permitting the Authority to establish a uniform rate sys- 
tem that would be effective in all parts of its service area. 

Mr. Harris. You also heard the Commissioner say that it is con- 
templated to expand this service, too. 

Mr. Creave. That is right. 

Mr. Harris. So it will be a lot more than 4 percent, if that con- 
templation is carried out. 

Mr. Cieave. That could be. 

Mr. Harris. But you did not answer the question yet. That is as 
to whether or not you thought that the bonds would be any less 
marketable if this provision were to be included. 

Mr. Crieave. | think if that condition were included, it would be one 
of the matters we would consider in marketing the bonds, and I think 
we could market the bonds with that condition existing. I think it 
would be better, and the bonds will be more marketable, if the Author- 
ity had the clear r ight in the first instance of establishing those rates. 

“Mr. Harris. Would you object to a provision in the act which would 
require specifically that the Authority render adequate service at 
reasonable rates? 

Mr. Creave. I think that is a provision of the act now. There is no 
idea of charging unreasonable rates, sir. The idea is that they shall 
charge rates that are adequate to meet its costs, and I mean all costs by 
that. 

Mr. Harris. You mean by that you think it is implied in the act? 

Mr. Cieave. If it is not clear in the act, it should be in there that 
the Authority is obligated and has the power to charge rates to meet 
its obligations. The trust agreement 

Mr. Harris. That is not what I asked. I asked just the opposite end 
of it, if they would be required to perform the service to the public at 
reasonable rates. 

It is now provided that the Authority is required to establish fares, 
and so forth, to meet their obligations, and to provide debt service, but 
it is not required specifically in the proposal, as I understand it, that 
the service shall be rendered at reasonable rates. 

Mr. Crieave. I felt that the act as drawn covered that adequately, but 
if it does not, we can review it. 

Mr. Hinsnaw. Mr. Chairman, if the gentleman will yield, that is 
where we come into the law of diminishing returns. 

If the fare is made adequate for the payment of the expenses of the 
Authority and not much of the service is used, it can get to be a very 
high fare, at which point less and less people will ride. There is a 
great question of judgment that enters at that point. 
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Mr. Harris. Certainly we should fully realize that, on the other 
hand, there has been a great deal of interest in the lack of provisions 
here adequately protecting the public. That is the reason for my 
question to Mr. Cleave. 

Well, thank you very much. We have kept you here for quite a 
while. 

Mr. O'Hara. Mr. Chairman, I have a question. 

Mr. Harris. Mr. O'Hara? 

Mr. O'Hara. Mr. Cleave, as I have been sitting here listening to your 
testimony, this question arises in my mind: 

If this law were passed, the first thing that would be done procedure- 
wise would be the sale of the bonds along with the setting up of the 
Authority; is that right? Or would both of those things take place 
simultaneously, or what ? 

Mr. Cieave. With the passage of this act, and the becoming a law, 
then we would be in a position—I say “we,” I mean the appointing 
body, be it the District of Columbia or the President, whichever is—to 
appoint the Board, or if it goes through in its present form the District 
Commissioners could act pending the appointment of the Board. But 
their job would be first to set down and develop a trust agreement 
which would provide for the issuance and security of the bonds, and 
then there would have to be developed along with that a report by com- 
petent engineers to show that this is a sound and feasible, workable, 
plan, and, with that, the development of an official statement of the 
Authority which would contain all the information required to be 
presented to the investors to sell the securities. 

At that time, a contract to purchase would be entered into and the 
money put on the line and they would be in business. 

Mr. O’Hara. I do not say this facetiously, but are the investment 
bankers considered good poker players? 

Mr. CLEAVE. I beg your pardon. 

Mr. O’Hara. Are the investment bankers considered good poker 
players / 

Mr. Cieave. Mine has not been very good, sir. 

Mr. O’Hara. Here is the thing that impresses me. The most im- 
portant item, the thing that is the most important item in this whole 
problem, is the management end of this Authority ; is that not correct ? 

Mr. Cieave. That is correct. 

Mr. O’Hara. It will be a success if they are good and it will be a 
failure if they are bad. 

Mr. Cunave. That is right. 

Mr. O’Hara. Yet we are being asked to legislate a law when we 
known nothing about what the management is going to be, we are 
being asked to authorize the sale of bonds to the general public, the 
investment public, where the whole keystone of the whole affair is 
going to be in the management, of which nobody is going to know 
anything about until it is sold. 

That is quite a gamble. 

Mr. Creave. I think I can give you a safeguard on that point, and 
that is that if your program is not set up properly and is not in the 
hands of competent management, I doubt very much if you will sell 
your bonds. 

Mr. O’Hara. Thank you. 
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Mr. Harris. Thank you very much, Mr. Cleave. We appreciate 
having your testimony. 

Mr. Ceave. It has been a pleasure to be here, sir. I hope we have 
rendered some service to the Washington metropolitan area. 

As I pointed out when I started, we were here at the invitation of 
the District Commissioners and not here to try to promote a piece of 
business. 

Mr. Harris. We appreciate that, and we thank you for your willing- 
ness to be helpful to this problem in the Nation’s Capital. 

Mr. Cieave. Thank you. 

Mr. Harris. The next witness is Mr. John N. Mitchell. 


STATEMENT OF JOHN N. MITCHELL, ESQ., OF THE FIRM OF 
CALDWELL, MARSHALL, TRIMBLE & MITCHELL, NEW YORK, 
eB 


Mr. Harris. Mr. Mitchell, I believe you are with the law firm of 
Jaldwell, Marshall, Trimble & Mitchell, New York City. 

Mr. Mrrcuety. That is correct, Mr. Chairman. 

Mr. Harris. I want to repeat what I said to Mr. Cleave a moment 
ago. I know we have caused you some inconvenience by holding you 
over, but I am sure you can appreciate the situation the committee has 
been in. 

Mr. Cieave. I do, indeed, sir. 

Mr. Harris. We do appreciate your being here and we are glad to 
welcome you to this committee. 

Mr. Mirenecyt. Thank you. 

Mr. Harris. We shall welcome your giving us the benefit of the in- 
formation you have on the origin and drafting of this proposed 
legislation. 

Mr. Mireneny. Thank you, sir. 

Mr. Harris. Do you have a statement, sir? 

Mr. Mircuenn.. No, Mr. Chairman, I do not. 

Mr, Harris. You may proceed. 

Mr. Mrrcnriw. As the chairman has stated, I am a partner in the 
firm of Caldwell, Marshall, Trimble & Mitchell of New York City. 
Our practice is in the field that is commonly referred to as bond 
counsel, and, as such, we represent States and their political sub- 
divisions throughout the country in connection with their issuance of 
obligations to finance public improvements. 

Among our clients are hundreds of authorities situated in different 
parts of the country, and included among those are the National 
Capital Housing Authority and the District of Columbia Redevelop- 
ment Land Agency here in the District. 

It was in such capacity that we were brought in to assist in the 
preparation of the legislation that is now before you. Our sole 
purpose has been to work with the officials here in the District, both 
the Board of Commissioners and the Public Utilities Commission, and 
advising them with respect to the various portions of this legislation, 
and to try to carry out and expressing in the document their wishes. 

With the permission of the committee, I would like to make some 
observations on some of the points that have been discussed here, and 
thereafter I will be glad to answer all of these questions that have ‘been 
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passed down the line to me. I do not know where I can pass the 
buck further, so I will try to answer them. 

As I mentioned previously, this concept of an authority in the Dis- 
trict being a creature, an instrumentality, of the Federal Government 
is not a new one. The National Capital Housing Authority was 
created back in the middle 1930’s by Congress as the Alley-Dwelling 
Authority, and the name was subsequently changed. 

As you gentlemen undoubtedly know, they exercised public powers 
with respect to the low-rent housing program and the slum-clearance 
program here in the District. The legislation creating this Authority 
is title 5 of chapter 1 of the District of Columbia Code, and, as 
implemented by Presidential orders. 

The second agency which exists as a public body corporate is the 
District of Columbia Redevelopment Land Agency, which was created 
by Public Law 592 of the 79th Congress. 

These instrumentalities are, as a matter of law, in my opinion, and 
have so been construed by the Federal agencies, instrumentalities of 
the Federal Government. That is so even though their area of oper- 
ation exists solely within the confines of the District of Columbia. 

I would like to express my opinion to the committee that these two 
existing public instrumentalities exercise public powers of the same 
substantial nature as those contemplated in this bill before you with 
respect to the Transit Authority. 

I would like to express again, as I did before the committee in the 
Senate, that it is thy opinion that this instrumentality that is about to 
be created should be an instrumentality of the Federal Government 
rather than that of the District of Columbia. 

As has been stated by Mr. Cleave, it was so provided in the original 
draft of the bill, and that was done in concurrence with the thinking 
of many of the people here in the District of Columbia that worked on 
it with us. 

Our reasons for that consist of a number. 

From a practical point of view, they are facing a metropolitan 
problem. ‘Transit here in the Nation’s Capital and in the surrounding 
areas which are increasing in growth constitutes a metropolitan prob- 
lem which is covered by the area defined in the bill. 

Secondly, I would call to the attention of the committee the fact 
that under section 2 of the bill, which recites the general purpose 
clause, many of the reasons stated therein for the passage of the bill 
have to do with the functions of the Federal Government. They are 
stated as proper functioning of the Government of the United States, 
commerce among the several States including the District of Columbia, 
the health, welfare, and safety of the public, including the civilian 
and military personnel and the Defense Establishments of the Gov- 
ernment of the United States, and national defense. 

It seems to me that to have this as an instrumentality of the District 
of Columbia rather than the Federal Government is entirely incon- 
sistent with the general purpose stated in the bill. 

Consistent with that approach to the nature of the body to be 
created, it was our further recommendation that the board of the 
Authority be appointed by the President of the United States. We 
believe that it might be inconsistent for the District of Columbia Com- 
missioners to be appointing members to this board, even though they 
may come from areas without the District to be members of them, and 
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it being our recommendation that it is a Federal instrumentality, it 
was also our thought that the appointing power might better rest in 
the President of the United States. 

There has been considerable discussion as to whether or not an 
authority is the proper vehicle to carry out this function. There have 
been thousands of authorities created in this country for the purpose of 
carrying out public purposes. It is the best advice that has been con- 
ceived by lawyers, legislators, public administrators, to carry on a 
single public function in a business manner. It is the device that has 
been created in order to keep a business or the operation of what 
amounts to a proprietary function, even though it is in the public good 
and as a public purpose, out of the hands of politics as they are cus- 
tomarily referred to, and in the hands of a business organization which 
can administrate on a businesslike basis. 

I believe that the experience of authorities in this country will show 
that most of them are created by boards of gentlemen of very high 
standing and ability in their communities who serve without compen- 
sation, or with nominal compensation, as is provided in this bill, and 
their sole purpose in so serving has been to advance the welfare of 
the people in the field for which they are appointed. 

I would also suggest that in the question of the removal of such 
board members, that it is vested in the appointing power, and that 
they be given tenure of office as provided in this act, so that they may 
feel free to exercise independent judgments within the confinements 
of the act during the period in which they are serving. 

There have been questions raised with respect to jurisdiction of the 
regulatory bodies dealing with the functions of this Authority in the 
States of Maryland and Vir ginia. 

I would like to give you my views on this subject, which, under this 
bill, the opeations of ther Authority within the District of Columbia, 
of course, would not be subject to any regulation by Maryland or 
Virginia. 

Under the bill also, the operations in interstate commerce would 
not be subject to the regulations of the States of Maryland and 
Virginia. However, operations intrastate within the States of Mary- 
land and Vi irginia would be subject to the regulatory bodies of those 
particular States. 

Mr. Hinsuaw. There is a provision in the Interstate Commerce Act 
that requires that an intrastate operation of an interstate carrier 
shall not be at rates that are a burden on the interstate commerce. 
We ran into that in the Long Island Railroad case recently, and there 
have been others. 

Mr. Mirenety. Yes. 

To implement this provision dealing with the intrastate operations 
of the Authority, if it gets into that “partic ular field, I would point 
out to you the provisions of section 5 (k), which appear on page 11 
of the bill, in which this Authority is authorized to apply for and 
comply with franchises, licenses, and permits that may be granted 
by the regulatory bodies of the States of Maryland and Virginia. 

“There has been another provision of the bill ‘which has been dis- 
cussed at some length concerning which I would like to express @ 
few words of clarification. That has to do with section 5 (n), 
appearing on page 12. 
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Mr. Hinsuaw. Mr. Chairman, if the gentleman is going through 
the bill, I would suggest that he start out a little earlier, in the 
definitions. We have discussed definitions here. 

Yesterday, I believe we discussed the definition of a transportation 
system and transportation itself. That is a very interesting definition. 

I think we ought to hear that definition before we get into the 
body of the bill. ; 

Mr. Harris. If I understand correctly, Mr. Mitchell was going to 
call attention to certain provisions of the proposed bill and answer 
certain questions that have been brought up, and then submit himself 
to any further questions by the committee. 

_ Mr. Mrrcneti. That is correct, Mr. Chairman. That was my 
intention. 

Mr. Harris. You may proceed. 

Mr. Mrrcneii. My reference to section 5 (n) on page 12 of the bill, 
which provides the Authority with power to enter into contracts for 
the operation and maintenance of all or any part of a transportation 
system are as follows: 

I would hasten to add, in connection with that, that as a matter 
of law, this being a public body, it cannot delegate or surrender any 
of its discretionary powers. This particular provision would accom- 
modate only a contract to perform administrative services in the 
operation and maintenance, the intention of it being it is conceivable 
that sometime in the future during the operation of the system, that 
they would prefer to have a corporate management rather than a 
single general manager, which has been the customary practice today. 

There has been considerable discussion of the power of eminent 
domain. It is granted that this bill contains some very extraordinary 
powers. However, I would like you gentlemen to consider necessity 
for them in the light of the current situation in the District of 
Columbia. 

You are well aware that by previous act of Congress, passed last 
year, as of August 14 of this year the Capital Transit Co. loses its 
franchise and surrenders its charter. 

I believe that the Commissioners of the District and the Public 
Utilities Commission feel that they must be provided with adequate 
powers to assure the people of the Washington metropolitan area 
that on August 15, there will be a going transportation system in 
this city. 

I believe that they are faced with the fact that in the event they 
are unable to negotiate the acquisition of all or any part of the facili 
ties of the Capital Transit Co., that they would not, due to pressure of 
time, be able to obtain new rolling stock or any other rolling stock 
which would provide this base of a transit system. 

Therefore, they are faced with this alternative : 

They must be put into a position where they have legal authority, 
as of the close of business on August 14, to take the proper and ade- 
quate steps to provide for a continuation of the transit system in the 
metropolitan area. That is why your condemnation provisions con- 
tain the broad powers that they do. It is why they contain provisions 
for the condemnation of personal property which forms the better 
part of the transit system. 1 ; 

It is why the condemnation provisions provide that a declaration 
of taking may specify the date on which they get posession of the 
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facilities with the determination of the compensation award by the 
courts at a subsequent date. 

In connection with the power of condemnation, I would like to 
make it also clear that the bill provides that it may be exercised as 
a matter of right only within the District of Columbia. 

The bill authorizes the Authority, which is a necessary grant of 
power, to exercise condemnation without the District of Columbia in 
the Washington metropolitan area; in other words, in the area of 
Virginia and Maryland, only pursuant to the laws of those States. 

That is not an unusual provision, because the laws of many States 
authorize the operators or owners of public utilities to exercise the 
power of eminent domain in behalf of the public interest. 

Mr. Hate. May I interrupt? 

Mr. MircHett. Surely. 

Mr. Harr. Do you mean eminent domain over personalty as well 
as realty. 

Mr. Mircue... No, sir; there is no specification as to whether it be 
personalty or realty. It is just an authorization to this Authority 
which it would necessarily have to have as one of its powers in order 
for it to exercise it without the District pursuant to the laws or 
authorization of the Commonwealth of Virginia or the State of Mary- 
land. 

Mr. Fiynr. May I interrupt a moment? 

You say pursuant to the laws of the District of Columbia and of 
the States affected ? 

Mr. Mircnuet.i. No, Mr. Congressman, I did not intend to say that, 
if I did so. . 

What I believe I said, or I intended to say, was that the Authority 
will exercise power of condemnation within the District of Columbia 
pursuant to this bill if enacted. 

Mr. Fiynt. And not pursuant to laws as they now exist? 

Mr. Mrrcueizt. Other than the bill provides for the procedural 
matters relating to the exercise of the power. The provision on 
condemnation here in section 7 provides that certain of the procedural 
matters shall be pursuant to existing statutes relating to the execise 
of the power of condemnation within the District. 

Mr. Fiynr. Then are you prepared to state that under the existing 
statutes, that such procedural matters could extend only to the limits 
now provided by law, to wit, condemnation of realty ? 

Mr. Mrrcueit. As to the procedural matters, other than those 
changed or modified or otherwise specifically provided in this bill, 
that is correct, sir. 

Mr. Rocers. Would the gentleman yield? 

Mr. Fiynv. Yes. 

Mr. Rogers. Do you mean, Mr. Mitchell, that the enactment of this 
bill, as far as the District of Columbia is concerned, would repeal by 
implication any law on the books now that might be in conflict with 
this provision insofar as such law affects the Authority ? 

Mr. Mircnert. Only insofar as it relates to this Authority, 
Mr. Congressman. 

Mr. Rocers. That is what I mean, insofar as it relates to this particu- 
lar Authority. 

Thank you. 
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Mr. Mrrcuecy. As to the other broad powers contained in this bill 
concerning which there were many comments, I would like to approach 
it on an overall basis and then get to the specifies of it. 

These powers have not been considered lightly by the Public Utilities 
Commission in the District nor the District Commissioners in con- 
nection with the preparation of drafts of this bill. They did not 
institute a giveaway program, or attempt to, of governmental powers 
in so putting it together. 

It was pointed out to them, however, that in order to undertake a 
private financing program, where the investing public would invest 
their moneys, and the obligations of these authorities, that the bond- 
holder wanted his contract established. He wanted his rules set. ' He 
wanted to know what his obligation was and what was the obligation 
of the issuing body. 

Therefore, you have such provisions as is contained in section 14 
of the bill, on page 32, where it is provided that the legislation shall 
constitute a contract which shall not be changed by the Congress of 
the United States insofar as it relates to the operation and maintenance 
and acquisition of the system, which would authorize and empower the 
Authority to continue to carry out its obligations with the bondholder. 
And that it would have and continue to have the power to fix rates and 
charges to provide for the payment and fulfillment of the covenants 
that they might enter into with the bondholder. 

This is not entirely unusual insofar as public financing is concerned. 
It has not too many precedents in connection with Federal instru- 
mentalities, although there has been a memorandum submitted to this 
committee which points out that such provisions are contained in the 
TVA Act and otherwise. 

I point out that this provision is necessary, and it goes through to 
some of the other powers of which we will talk in detail, in order to 
assure that the rules will not be changed in the middle of the game. 

I am sure that Congress would not, nor do I have in my knowledge 
any instance in which they ever have, violate a contractual provision 
with the holders of obligations of the Federal Government or its 
instrumentalities. However, I would like to cite as an example the 
matter in which this question arises with the investing public. 

As you know, there is a public housing program throughout the 
country in which local housing authorities issue obligations which are 
secured in part by a pledge of annual contributions which the Federal 
Government, through its current agency, the Public Housing Adminis- 
tration, agrees to make to these local authorities, and which, in turn, 
has been pledged for the payment of the securities issued by these 
local authorities. 

The act authorizing this provision, and I am reading from the 
United States Housing Act of 1937 as amended, provides that— 

The faith of the United States is solemnly pledged to the payment of all annual 
contributions contracted for pursuant to this section, and there is hereby author- 
ized to be appropriated in each fiscal year out of any money in the Treasury 
not otherwise appropriated the amounts necessary to provide for such payments. 

The current financing program was instituted in 1951. There were 
immediately questions raised by the investing public to this effect : 

While the act provides that the faith of the United States is pledged, 
what is the obligation of Congress to continue to make those appro- 
priations ? 
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It was considered to a point where the agency involved, the Public 
Housing Administration, was so concerned with the matter that they 
took it up with the President of the United States and the Attorney 
General of the United States, which resulted in the issuance of an 
cpinion by the Attorney General of the United States to the President, 
dated May 15, 1953, in which the Attorney General concluded: 

A contract to pay annual contributions entered into by the PHA in conformance 
with the provisions of this act is valid and binding upon the United States, and 
the faith of the United States has been solemnly pledged to payment of such 
contributions, In the same terms, its faith has been pledged to the payment of 
its interests, 

Mr. Hinsnaw. Mr. Chairman, I wish to stop him right there and 
point out that the act of 1934 with reference to Federal Reserve notes 
in the payment of gold was repealed entirely, and that clause was just 
stricken from the books as though it had never been there. I cannot 
get a dime’s worth of gold on a gold certificate. 

Mr. Mircnewy, Is the Congressman referring to the famous gold- 
clause cases ¢ 

Mr. HrnsHaw. Yes, sir. 

Mr. Mircurri. That is one of the reasons why the investing public 
in dealing with Federal agencies and instrumentalities has great con- 
cern over the Federal Government’s power to pass such legislation. 
That case is very much in their minds, and it is one of the thoughts 
which led to this very subject being brougkt up and handled in the 
way it was. 

Mr. Hrnsuaw. There is a very well-established set of precedents 
to the effect that one Congress cannot bind a subsequent Congress as 
to what it may do. 

Mr. Mrrewe.t. I am well aware of that. That is why the investing 
public, Mr. Congressman, like to see these expressed provisions con- 
tained in the act, because they are sure that one Congress, even though 
it has the power, would not vitiate the obligation, even though it was 
legal, that was entered into by a prior Congress. 

Mr. HinsHuaw. They have done it to a point. I have been asked if 
Dixon-Yates is not a case in point. It may be, but I have not ex- 
amined that one in that particular respect. 

Mr. Mrrcnewi. If the Congress would like to know, I have a little 
knowledge of the Dixon-Yates situation, and I would point out that 
that is not a case in point. It is the present contention of the Gov- 
ernment, as I understand it in my discussions with them and wtih the 
city of Memphis, to the effect that they feel that the contract was not 
validly entered into because of certain circumstances that existed 
surrounding its inception, and, therefore, they are not violating any 
contractual obligations nor are they vitiating any existing contracts. 

That is the current opinion of the Department of Justice, as I 
understand. 

Mr. Hrnsuaw. I would like to point out that every law that is 
passed by the Congress of the United States is in the nature of a 
contract, and people engage themselves in contracts pursuant thereto. 

Those acts can be changed at any time by the Congress, with the 
signature of the President. There is no suit that can be brought 
against the United States except by their consent. 
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Mr. Mircnetyt. Mr. Congressman, I am well aware of that. And 
so, as I say, is the investing public. That is the reason it is desirable 
to have a provision in this bill such as section 14. 

I pointed out and prefaced my remarks on this point to the effect 
that I had no knowledge, nor has the investing public had any knowl- 
edge, of where the Congress of the United States had ever gone back 
on its expressed obligation. 

The purpose is pointed up as an express obligation as of the writing 
of this bill, which they will certainly take in to Congress under the 
most severe circumstances prior to the time that they might exercise 
the powers that are inherent in the Congress to vitiate contracts. 

Mr. Hinsuaw. Except in the Gold Clause case, which is very much 
in point. 

Mr. Fiynt. Will you yield at that point ? 

Mr. Hinsuaw. Yes, I will yield. 

Mr. Fitynt. What you are saying. to put it another way, is that you 
and the investing public are not willing to trust what future Con- 
gresses might do, but you do expect this Congress to give full faith 
and credit, to an Authority that has not even been created. 

Mr. Mrrcueti. No, Mr. Congressman, that is not what I am at- 
tempting to state here. 

What I am attempting to state is that the rules of the game ought to 
be defined, and it is the current intention of the bondholder and of the 
Congress that his obligation be set forth by the present expression of 
Congress to the effect that they will not exercise powers that are in- 
herent in the Congress in the future to impair his obligation of con- 
tract or to take away from his rights that existed as of this time and 
upon which he invested his money into these securities. 

As to the second part of your question, as to your willingness of 
Congress to place its faith and belief in a board that has not been 
created—is that what I understood the second point of it to be—I can 
only say with respect to that, that you are creating what I will believe 
to be a responsible Government agency. 

Mr. Fiynrt. But at the same time, are you saying that you do not 
think Congress is responsible ? 

Mr. Mrrcnets. I say again, Mr. Congressman, that I prefaced my 
remarks by stating that Congress has not, in the past, ever taken away 
rights of individuals where they were clear ly defined. 

“Mr. Hate. They certainly did in the Gold Clause cases. 

Mr. Mircnetzt. No, I would distinguish the Gold Clause cases, 
which many lawyers have tried to do over many years, as you are well 
aware, by the fact that they believed the power existed and was in- 
herent in the Congress to do so, and, furthermore, that there was no 
right on anybody’s part to make representations to the contrary. 

"The holder of the obligations and the other arrangements that were 
payable in gold were assumed to know at the time that they took those 
obligations, money, whatever it might have been, that the Congress, 
in legislating with respect to monetary powers of the Federal Govern- 
ment, had a right to change the standard and basis for payments. 

Mr. Harris. Mr. Mitchell, Mr. Hinshaw will not be able to be back 
this afternoon, and he has some questions that he would like to ask 
you. If we may let him proceed with his questions without interrup- 

tion, I think it would be helpful. 
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Mr. Hinsnaw. Mr. Chairman, I only want to place one question 
here because, of course, we all know on this committee that we cannot 
obligate a future Congress, nor can a phrase such as is contained on 
page 32, line 19 of the bill: 

Nor will the Congress of the United States in any way impair the rights, excep- 
tions, or remedies to the holders of the bonds, together with the interest thereof. 

We just cannot obligate any future Congress as to what it may do. 
We will have to accept the spirit of the Congress as the spirit of the 
Government. Of course, by its very nature, it hates to go back on 
its word. But we cannot bind the future Congresses, and there is no 
possibility of it. 

Mr. Mircuett, May I call to the attention of the Congressman the 
memorandum which has been submitted to the committee, in which 
COMMPAE AEE authority exists in the Tennessee Valley Act and other 
acts ¢ 

Mr. Hinsnaw. It can be existing in the act, but it can be changed. 
I would not want to mislead the public into thinking it could not be 
changed, because we can amend the TVA Act any time we please. 

Mr. Mircue.. I will also refer to the committee and the Congress- 
man a copy of the opinion of the Attorney General, dealing with this 
subject. 

Mr. Hinsuaw. I will be delighted to receive the opinion of the 
Attorney General and still state that the Congress of the United States 
has full power and authority to amend its own acts. 

Mr. Mircuetyu. I would agree with the Congressman 

Mr. Hinsuaw. That is, within constitutional limits. 

Mr. Mrrcwexti. About that, but I would like to point out the dis- 
tinction between his statement and mine. 

I would like to see in the act the rules of the game as they existed 
at this time so that they would be called to the attention expressly 
and specifically to future Congresses which would have them before 
them before they took any steps in the matter. 

Mr. Harris, Are you offering this memorandum for the record ? 

Mr. Mrrcuet.. Yes. 

Mr. Harris. Let it be received. 

(The document referred to was submitted by Commissioner Spencer 
and appears on p. 103.) 

Mr. HrinsHaw. I have one other question to ask, and I hope my 
friends on the committee will ask all the other questions I have in 
mind, because I will not be able to be present this afternoon or pro- 
bably other afternoons because of a conflict in committee meetings. 

I am concerned with the definition of the term “transportation 
system” as has been drawn on page 3 of the original presentation. 
which was handed to us by Mr. Cleave, and on page 4 at the top of 
the page on the bill, H. R. 8901, in which: 

“Transportation system” means all of the facilities, plants equipment, real 
property, personal property, franchises, and rights of whatever nature useful 
for the transportation of passengers for hire, except taxicabs and sightseeing 
buses and transportation facilities extending beyond the boundaries of the Wash- 
ington metropolitan area, and includes, without limitation, street railways, ele- 
vated railroads, subways, underground railroads, motor vehicles, trolleys, track- 


less trolley buses, motorbuses, and any combination thereof, or any other form 
of mass passenger transportation. 
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I would like to ask the question : 

Considering the fact that “transportation system” is defined as 
facilities useful for the transportation of passengers for hire, does it 
mean the Authority may construct bridges across the Potomac, air- 
ports, wharves and harbor facilities, turnpikes, and so forth ? 

Mr. Mircue.i. In my mind, Mr. Congressman, it does not. I think 
it is qualified by the phrase that you referred to appearing at the end 
of the definition : 


* * * and any other form of passenger transportation, 


bridges, turnpikes, and so forth, from my understanding of the defi- 
nition, do not constitute provision for mass passenger transportation. 
Mr. Hrnsuaw. It says: 


* * * facilities useful for the transportation of passengers for hire. 


Mr. Mrrcnety.. That is correct, sir. 

Mr. Hinsuaw. These would certainly be facilities useful. 

Mr. Mircnett. They are facilities useful, but in my opinion the 
balance of the language contained in the section would limit any con- 
struction to extend it to the items that you have mentioned which are 
not related to mass passenger transportation. 

Mr. Hinsuaw. I call attention to the language stating that trans- 
portation system means: 

* * * all of the facilities, plants, equipment, real property, personal property, 


franchises and rights of whatsoever nature useful for the transportation of 
passengers for hire * * * 


and then there are exceptions: 


* * * except taxicabs, sightseeing buses and transportation facilities extend- 
ing beyond the boundaries of the Washington metropolitan area. 

Mr. Mrrcnety. I can only express my opinion on the subject, 
Mr. Congressman, and that is as I have stated it, that subsection (c) 
read and considered as a total and with the qualification dealing with 
the form of mass passenger transportation, limits the provision. for 
facilities such as you mentioned, dealing with turnpikes, bridges, 
et cetera. 

Mr. Hinsuaw. And going on: 


* * * extending beyond the boundaries of the Washington metropolitan area, 
includes without limitation street railways * * * 


and so forth, 
* * * and any other form of mass transportation, or any combination thereof. 


In other words, it is pretty broad, is it not ? 

Mr. Mircuewy. It is very broad, but I believe any court in con- 
struing it would apply the eustis generum rule, which would restrict 
it to the text and the common types of mass transportation that are 
referred to. 

I think the facilities that are referred to in this section would relate 
to the type that are necessary to accommodate and facilitate mass 
transportation, such as terminals and items of that sort. 

Mr. Hinsuaw. Streets and so forth ? 

Mr. Mircuet.. I disagree with the Congressman most heartily on 
that point, of the authorization of the construction of streets, bridges, 
turnpikes, or anything of that nature. 
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Mr. HinsHaw. Then you would have no objection to inserting 
those things among the exceptions ? 

Mr. Mrrcuety. None whatsoever. 

Mr. Hinsuaw. That would make sure that they did not have the 
authority to do all of those things. 

Mr. MircHett. It is certainly not the intention of providing for 
ee authorization to the Autority. 

r. Fiynr. This would certainly provide, under the language it 
now contains, for the right to establish rights-of-way for the exclusive 
use of mass transportation vehicles, would it not ? 

Mr. Mircuetu. By right-of-way, do you mean a separate line or 
route of a system ? 

Mr. Friynt. A separate strip of land for the exclusive use of mass 
transportation vehicles. 

Mr. Mircuetyi. Yes, sir. It would most certainly be necessary in 
connection with some of the specific types of mass transportation facili- 
ties which are designated here. That is correct, sir. 

Mr. Hinsuaw. Of course, if that is going to mean an additional cut 
on a street, street corners knocked off and other land taken for the 
use of the Authority for mass transportation, we would have to do 
a good deal of thinking about it, would we not ? 

Mr. Mircueti. I would point out to the Congressman that there 
is a provision in here that provides the Authority has the right to use 
the public streets, highways, and thoroughfares, but that they may not 
interfere with the use of the public in general. 

In other words, they are not authorized in my opinion, under the 
provisions of this act, to start changi ng the line of any streets or 
any of the other thoroughf: ires or facilities in the city. 

Mr. Hinsnaw. Occasion: ly you find such things as bus turnouts 
and strips of Jand; as used by Mr. Flynt; the term “strips of land” 
reminded me of those things. Are they going to have the right to 
go in and take part of the parking of the city to cut out a strip of 
land which can only be used by the buses ? 

Mr. Mrrcnety. Did you say take part of the parking? Do you 
mean the curb parkway facilities ? 

Mr. Hinsuaw. Yes, curb parking facilities and part of the parkway 
itself, outside of the sidewalk. 

Mr. Mrrcue.y. As to curb parking facilities, as I understand the 
term, it would be the part of the street or thoroughfare that is adja- 
cent to the curbing where an automobile might be parked if there is 
no prohibition against it. 

They would not have any power to take that, because that is part 
of the “public street, and it is subject to the use of the public as. such, 
and this bill contains a prohibition against their interfering with that. 

The other point, I am sorry, skipped my mind. You had another 
example. 

Mr. Hrnsuaw. I am speaking of the strip of land which is in addi- 
tion to a street width, of, say, 40 or 50 feet, a strip of land in addition 
to that set aside as a bus turnout. 

Mr. Mircuexi. A bus turnout, as I understand it, is nothing more 
thanaterminal. It is a point of stopping and starting for the taking 
on or discharging of passengers, and, as such, of course they would 
have power, under the provisions of this act, to take that, assuming 

74323—56——15 
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that they did not interfere with the public use of the streets or high- 
ways existing within the District or came within other limitation on 
their taking of public property that are contained in the bill. 

Mr. Hinsuaw. It seems to me the District Commissioners should 
have something to say about those takings whenever they occur, because 
they will be responsible under this bill, for representing the citizens of 
the District, as I see it, and someone has to take responsibility for 
representing the citizens. 

The bondholders are not the only people to be represented. 

Mr. Mrrcuett. I am quite sure of that, Mr. Congressman. The in- 
tention of this bill, as in other authority cases, is to create a board 
of responsible officials whose obligation is to take care of the public 
and the public interest as a first and paramount consideration. That is 
their nature and duty and their obligation as a public body. 

Mr. Hinsuaw. Not the way I read the bill. 

The obligation and duty of the Authority is to see to it that the bond- 
holders collect enough to pay the interest on the bonds. Mr. Harris 
brought that up just a few minutes ago with a question, I believe, to 
Mr. Cleave. Perhaps it would be appropriate to restate it at the 
present time. 

Mr. Mrrcnett. Mr. Congressman, I would point out that the abil- 
ity of this Board to pay its obligations is as much a benefit to the 
Board as it is to the Sosdhelaar The powers that are bestowed by 


this bill on such an authority are, of course, directed at the accom- 

plishment of that purpose and within the limitations which I will 

get into with respect to some of these other provisions. It does not 

necessarily surrender all rights and prams within this Board to pro- 
9 


tect the interest of the public as such, or the users of the transporta- 
tion system. 

Mr. Hinsuaw. Mr. Chairman, the hour is getting late and I am 
glad to withdraw at this point, hoping the committee will ask the rest 
of the questions I have in mind. 

Mr. Harris. I am sure the other members of the committee will ex- 
plore this matter further. I have a feeling they will explore it rather 
thoroughly before we get through. 

Since it is past 12, the committee will recess until 1: 30. 

(Whereupon, at 12:13 p. m., the committee recessed, to reconvene 
at 1:30 p. m. of the same day.) 


AFTER RECESS 


Mr. Harris. The committee will come to order. 
Mr. Mitchell, you may resume your seat. 


STATEMENT OF JOHN N. MITCHELL, CALDWELL, MARSHALL, 
TRIMBLE & MITCHELL, NEW YORK, N. Y.—Resumed 


Mr. Mrrcuetz. Thank you, sir. 

Mr. Harris. Had you completed your statement ? 

Mr. Mrrcuety. I have a number of other points, Mr. Chairman, 
bearing on the subject that I would like to cover. 

Mr. Harrts. I think for orderly procedure you may proceed and 
complete your statement, and then what questions the members may 
have in mind can be propounded. 
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Mr. Mrrcwe.y. Thank you, Mr. Chairman. 

On the same general subject, dealing with the exclusive power in 
the Authority to prescribe rates, and also to determine services of 
the facility. I point out again that this enters into the contract 
relationship that is expected of a borrower. There has been much 
_ discussion of he desirability of having a supervisory agency above this 
public body with powers to review or perhaps fix the rates to be 
charged by the Authority. There has been some reference made to 
the similarity of a private operation. 

I would hasten to point out, however, that in the case of a private 
corporation operating a transit facility or other public utility, they 
are protected in their regulation by governmental agencies by the 
legal principles established to the effect that the investment of capital 
in these private corporations is entitled to a proper return on the 
money and that any arbitrary action or other action upon the part 
of a regulatory body that does not provide a rate base to yield an 
ample return constitutes a confiscation of profit. 

his is not so in the case of a public body. A public body, if it 
alone does not have the power to determine its rates and service pro- 
visions, would be subject to the superimposed governmental agency, 
and the public body is not protected in the same manner as a private 
corporation. 

Therefore, it is necessary that the Authority, as the public body, 
be empowered to set its rates because it is the instrumentality that is 
contracting with the bondholders. 

To carry that a step further, assuming that the Interstate Commerce 
Commission were enabled to regulate the fares of this Authority, the 
Interstate Commerce Commission, of course, could not enter into 
contracts with bondholders, and the Authority would be without 
power to enter into a contract except insofar as it was subject to the 
review of the Interstate Commerce Commission. 

In considering this question, it is most important to bear in mind 
that this Authority is to constitute a public agency which is created 
for the purpose of serving the people of the area in a public purpose. 
It is not set up and cannot as a matter of law operate for profit as a 
private corporation would do. 

Mr. Rogers. If the gentleman would yield there for one observa- 
tion—I don’t want to interfere with your statement—is it not true 
and don’t you come in contact with situations in your business where 
municipalities all over this country are being operated with funds 
derived from these proprietary functions apparatuses, such as water- 
works and things of that kind ? 

Mr. Mircueti. Yes, Mr. Congressman, but they are done so under 
express legislative authority. 

r. Fiynt. Not always. 

Mr. Mircuer.. If they are not doing so under express legislative 
authorization, it is my opinion that they are doing so illegally, and 
that a user of the facility can enjoin them from diverting moneys 
from that particular facility that is being supported to the treasury 
of the municipality. 

There has see a body of law being developed over the years since 
the revenue bond financing was brought into operation that gives a 
user of a facility comparable rights to the taxpayer in a taxpayer 
suit. What I mean by that is that a user of a facility, if he finds that 
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the public facility being furnished is being operated at a profit to 
his detriment to the benefit of somebody else—by that I mean if the 
user of an electrical system of a municipality is paying higher rates 
to support the general government of the municipality, using rev- 
enues of the system in lieu of ad valorem taxes, and if that is being 
done without express legislative authorization—that user of a system 
is In a position to seek relief from the courts to enjoin the operators 
of that utility from charging rates in excess of the reasonable require- 
ments of providing for the operation, debt service and reserves of the 
system. 

I point out that would be the case in in connection with this Transit 
Authority. If they were to prescribe a schedule of fees and fares 
which would-be out of proportion to their needs in order to maintain 
their facilities and provide for the retirement of their debt and rea- 
sonable reserves for the purposes established that a user would be able 
to seek the relief of the court to enjoin them from doing that. That 
is what I mean when I say that the utility of this type, a public opera- 
tion, cannot be operated for a profit. 

Mr. Fiynt. T have one further matter in connection with that. 
Would that not depend absolutely on the laws of the particular State? 
I know in the State that I come from there must be specific authoriza- 
tion to bring suit against the city, being an instrumentality of the 
government, and it might be true in the place where you have exper- 
rence. It iscertainly not true where I come from. 

Mr. Mircnetu. I think, Mr. Congressman, the principle of law 
that you refer to has to do with the grant of power contained in the 
respective legislation of the States, depending upon the nature of 
the public body involved, in one capacity or another. If they are 
created by the State they are creatures and instrumentalities and agen- 
cies of the State. The immunity from suit against the State follows 
through to them unless it has been otherwise prescribed by the statute. 
Most of the statutes in the States that I have come in contact with deal- 
ing with that subject have been construed to authorize such suits. 

Mr. Fiynt. It depends on whether the particular function is ad- 
ministrative or ministerial. 

Mr. Mrrcueti. That is another phase of the law. If it is min- 
isterial, and if there is a violation of law or personal rights, suits 
will still lie in most of the instances that I know of. 

I would like to refer to two of the statements made by the Bureau 
of the Budget yesterday as I understood them for the purpose of 
clarification. 

As I understood the gentleman that testified yesterday he had some 
question concerning the provisions of the bill. 

Mr. Harris. Are you speaking of the Bureau of the Budget or the 
Comptroller General? I don’t believe we had a representative from 
the Bureau of the Budget here. ; 

Mr. Mrrcnety. It was the gentleman who spoke on the question 
of taxation, and the question of the functions of the General Account- 
ing Office. I would be glad to correct that. 

Mr. Harris. That is from the Comptroller General’s office. 

Mr. Mrrcuetu. Yes, sir. ; 

Mr. Harris. That was Dr. Eckert,I believe. ; 

Mr. Mrrcnett. He made reference to a provision of the bill that 
exempted the obligations of this Authority from taxation and pointed 
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out that there was some question whether or not under the language 
of the statute they would be exempted from the State inheritance and 
gift taxes. I would like to point out that those taxes enumerated are 
not taxes upon the bonds themselves or interest. They are taxes 
imposed by the States on the rights to transfer property. 

The provisions put into this bill dealing with the exemption from 
taxation by States and their instrumentalities of these bonds as a 
basis for the subsequent elimination of the granting by Congress of 
the right to the States and their instrumentalities to tax these obliga- 
tions. Under the reciprocal immunities doctrine of the Federal Con- 
stitution as it has been construed to date, it is the consensus of opinion 
that neither the Federal Government has the right to tax the obliga- 
tions of States, or their instrumentalities, nor do the States have the 
right to tax the obligations of the Federal Government or its instru- 
mentalities without the consent of the other. 

Therefore, my point is that the question he raises is not a trouble- 
some one when considered in that particular light. 

He also made reference to the General Accounting Office perform- 
ing certain functions with respect to auditing the books and trans- 
actions of the Authority. There, of course, is no objection to that 
insofar as it pertains to an audit alone. But if the General Account- 
ing Office is given any rights as it has with respect to some Federal 
agencies to disapprove or disallow or set aside transactions that have 
been consummated by this Authority, it could materially affect the 
obligation of the Authority to the holder of the bonds. In other 
words, the trust indenture entered into with the bondholders pursuant 
to law might provide for the flow of revenues and funds of the 
Authority in a particular manner if the General Accounting Office 
had a right to disapprove those. They in turn would be violating 
the contractual obligation between the Authority and the bondholder. 

As to the receivership provision contained in the bill, I would like 
to point out that this 1s not the type of receivership that has been 
discussed here by some of the Congressmen as generally understood. 

First of all, the receiver that may be appointed by the court—and 
it will be, of course, the Federal district court here—has extremely 
limited powers under the provisions of this act. All he can do is to 
carry out the provisions of the act, and the provisions of the trust 
agreement entered into between the Authority and the bondholders. 
He has no power to sell or dispose of the transit system. 

There is a provision contained in the bill, which I think is proper, 
allowing him to sell or dispose of property no longer necessary or 
useful in connection with the operation of the system. In other words, 
if he has, during his period of operation, equipment or material that 
cannot be used and must be junked, he should have the power to dis- 
pose of it, and not be required to carry it as a matter of the assets of 
the Authority. a fe 

This receiver then will be an officer of the Federal district court. 
His sole powers and the sole purpose for his appointment will be 
under circumstances where the Board of this Authority might violate 
some of the provisions of the act or some of the covenants of their 
trust indenture, and he would be appointed by the court for the sole 
purpose of cleaning up those breaches of contract, covenants, or vio- 
lations of the act. 
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In this connection I would point out that there would be little sense 
or use from the point of view of a bondholder to go into court for 
the appointment of a receiver so long as the members of this Board 
were carrying out the functions that they have been delegated or 
might be delegated by this act, or the covenants that they have en- 
tered into. 

In this connection I think it might be interesting to talk a moment 
on this theory of diminishing returns that one of the Congressmen 
mentioned this morning. The more enlightened approach on public 
financing, dealing with that subject which has not got into the field 
of transit authorities as yet, but which I think will be and should be 
considered in connection with the financing of this Board if it comes 
about, is that recently used in connection with toll-road financing. 

The covenant undertaken by the authorities and other public agen- 
cies establishing and financing toll roads, provides that their rates 
shall be increased only to the extent that it will not provide for a 
lessening or diminution of revenues. Those determinations are made 
by the Authority in conjunction with professionals in the field, con- 
sulting and traffic engineers. So that if it is obvious that an increase 
in the fare rate will produce less revenues, the Authority will not be 
obligated to increase the fares. 

There has been discussion here of adequate service at reasonable 
rates to be undertaken by the Authority as one of the obligations pro- 
vided in this act. Of course, that is the purpose of the Authority, and 
which it should strive for. 

I would hasten to add, however, that a direct requirement in this act 
covering this subject might materially affect the power of the 
Authority to finance. 

This Authority is to constitute a self-supporting agency. Therefore, 
there should be reserved to this Authority the right to determine 
which services it can perform at a point where the fares to be derived 
therefrom will be adequate to pay their operating expenses, their debt 
charges and their reserve requirements. 

In closing, I would like to point out that the gentleman who worked 
on this bill from the District Commissioners through the Public 
Service and the Corporation Counsel’s office and ourselves have tried 
to do so with the idea of making it a workable vehicle. It was not 
the idea of bestowing upon this Authority a grab bag full of powers 
which might or might not be exercised to the benefit of the general 
public. However, it is my opinion that the powers bestowed are 
necessary for the Authority to carry out its functions and in order to 
enable it to finance. 

I would, therefore, recommend that the committee consider very 
seriously such changes in the proposed bill as they might wish to make, 
because I believe that an emasculation of the bill may destroy its 
value, and that is the ability of this public body to finance its operation 
and to put its system into operation on or before—and I believe it 
will be on and not before—August 15, when the Capital Transit Co.’s 
rights and obligation to provide service in this area will terminate. 

hat is all I have, Mr. Chairman. 

Mr. Harris. Thank you very much, Mr. Mitchell. 

Mr. Williams, have you any questions ? 

Mr. Wu1aMs. I believe not. 





WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 225 


Mr. Harris. Mr. O’Hara? 

Mr. O’Hara. Mr. Mitchell, I appreciate very much that your testi- 
mony is in the line of expert testimony because you have apparently 
devoted all of your time to the matter of these public authorities and 
municipal financing and that type of work; is that correct ? 

Mr. Mircuety. That is correct, sir. 

Mr. O’Hara. The provision as to the power over rates, which you 
recommend should be left solely to the public authority, and if there 
was a suit brought by the user Seend upon the grounds that it was an 
excessive rate, or a rate below that which the Authority should charge, 
would there be any redress in the courts upon that suit. By such a 
suit, I mean would it be possible for a taxpayer of the District of 
Columbia or a user of the facility to bring such a suit under this bill? 

Mr. Mrrcue.u. It is my opinion, Mr. Congressman, that the right 
does exist to bring such a suit with respect to an excessive rate. He 
would probably also have the right, depending up the factual circum- 
stances involved, to bring a suit with respect to a rate that was insuf- 
ficient, if it could be shown that by imposition of a proper rate better 
or more adquate service could be provided. 

Mr. O’Hara. You spoke of the fact that you felt under this bill 
there would be no right by the Comptroller General to make an ac- 
counting report or a report of the activities of the management 
charged with this authority. Would that extend even into the matter 
of actual accounting? Who would sit in review as to whether the 
moneys were being used lawfully or unlawfully that were collected 
under this authority ? 

Mr. Mircnet. I think I can answer your question twofold, Con- 
gressman. First of all, under section 18 (b) which begins on page 
38, and goes on to page 39, this bill provides that the Authority shall 
not be subject to the provisions of the Accounting and Auditing Act. 
It does provide, of course, that the books and accounts of the Authority 
shall be audited by an independent. operation, and that the annual 
report shall be filed with the Congress. 

The point I made in that respect was that I did not believe that 
there would be any harm in having the General Accounting Office audit 
the books of the Authority to determine whether they had done right 
or done wrong, so long as they did not have powers to set aside trans- 
actions of the Authority by requiring compliance with a postaudit. 
In other words, if they have undertaken covenants in their trust in- 
dentures with their bondholders—and this word “bondholders” is 
used to refer to any other person who has relations with the Authority, 
who might be a tort claimant who has reduced his claim to writing— 
that the provisions of the law should not authorize the General ae 
counting Office to set aside the transactions of the Authority, so long 
as they were consistent with the obligations of the Authority prop- 
erly undertaken. 

Mr. O’Hara. That is certainly a grant far in excess of anything I 
ever heard of any public operating body. 

Mr. Mircuett. It is. But it must be remembered that the distinc- 
tion exists here between your other Federal agencies. In the other 
Federal agencies you are dealing with Federal funds that have been 
earned and collected through taxes, and have been appropirated by the 
Congress. In this particular case, this is in the nature of a proprietary 
operation where these funds do not come from the taxpayer, they 
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do not come from the Congress, they come from this independent oper- 
ation. I think that they might receive some different consideration on 
that basis and not upset your general principles with respect to the 
operations of the General Accounting Office. 

Mr. O’Hara. Who would be responsible other than the authority 
itself? Who would have the right to demand an audit or what pro- 
vision is there made for an orderly audit for the benefit, if nobody 
else, of the so-called bondholders or the tort claimants, or something 
like that ? 

Mr. Mircuetu. The gentleman who rides the buses has an interest 
as a user of the system. He, of course, would have the right to go into 
court to determine whether or not they had been properly using funds 
if they affected his interest in the matter. 

I would point out that the reasons why these governmental bodies 
of this type are not made subject to the customary supervision is that 
the trust indenture or other proceedings under which bonds are issued 
provide in considerable detail as to their accounting procedures, and 
their provisions for them, and, of course, the bondholder has a right, 
as does any other claimant, as I mentioned before, to enforce their 
proper activities and their proper accounting. 

In addition to that, the manner of operation of this type of facility 
and entity requires, upon many occasions, a different type of accounting 
system than might be established for other governmental operations. 

Therefore, it has been considered adequate protection to provide 
that the accounting systems established in the trust indentures or 
resolutions on behalf of the Authority, and for the benefit of its 
obligors are adequate protection for a full airing, and for the shedding 
of full light on its operations and the propriety thereof, and it has 
not been deemed necessary to require a duplicate accounting procedure, 
one for the benefit of the General Accounting Office, as would be in 
this case, or some other State agency in the case of other authorities, 
and for the benefit of the bondholders. 

Mr. O’Hara. If for no other purpose than that of accounting to the 
user of the service, why should any different system of accounting be 
made by the Authority than by any other public transit operation ? 
T would think that you would be faced with the practical problem that 
you might be confronted with that situation, and therefore to justify 
a rate or charge for fares which might be made upon attack in courts, 
it would be necessary to have a substantial justification for that charge. 
Ts that not true? 

Mr. Mircuet. It is absolutely true. The accounting systems that 
are used in these public facilities, and that includes transit operations 
as well as other public facilities, are those recommended by the engi- 
neering firms or the consulting engineers. Of course, they are com- 
plete, full disclosures of all of their operations. They are public 
documents, and they are available to anybody who wants them. 

In many instances, it is specifically provided in the proceedings 
authorizing the obligations that not only may a bondholder or any 
creditor, but also any user or a taxpayer within the community may 
have a copy of them upon requesting the same. That is quite a common 
provision in these proceedings. 

Mr. O’Hara. There is no limitation, is there, in this legislation as 
to the limit of the amount of bond issue which might be issued by this 
Authority? Is that correct? 
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Mr. Mircue.u. No, sir, there is not. I would strongly recommend 
against such a provision unless it was made quite ample, because the 
amount thereof can only be determined upon a number of factors. 

First as to what course they follow with respect to acquisitions of 
existing facilities, purchase of new facilities, what valuations may be 
set upon them, and other factors which, if we were to try and determine 
at this time, the result would be that we would be formulating and 
setting up the whole deal, so to speak, of the future operation. 

I would hasten to point out, however, Mr. Congressman, that the 
limitation on the amount of bonds issued insofar as the investing 
public is concerned will be a severe one based upon necessity, and the 
ability of the Authority to support those bonds with the revenues that 
are reasonably expected to be available from the operation of the 
system. 

So in effect you have a very definite limitation upon the amount 
of bonds that may be issued. 

Mr. O’Hara. You have no provision, either, for the establishment 
of salaries for the Board. There is no provision as to salaries in the 
suggested law, as I understand. 

Mr. Mircuei. There is a provision in here, sir, with respect to the 
limitation upon the salaries that may be paid to the members of 
the Board. 

Mr. O’Hara. Maximum or minimum? 

Mr. Mircuenyi. That is a maximum, sir. 

As to the operating personnel or other officers there is no limitation 
upon the amount of salaries that may be paid. As I understand it, 
from the people who have had experience in the operation of transit 
systems, it is a highly competitive field for qualified personnel. Of 
course, this bill, if it establishes the Authority, and authorizes it to 
finance its project, will exist for some period of years. It would be 
difficult, as I understand it, to determine at this time what limitations 
should be placed upon the salaries for the particular categories in- 
volved. 

Mr. O’Hara. Why should there be any reluctance to fix the salary 
of the Board? There is no provision made for that; is there? 

Mr. Mrreneiy. There is a maximum, sir, as I state. I don’t believe 
there was any reluctance to fix a salary for the Board. There was a 
good deal of discussion as to whether or not the Board should be com- 
pletely nonsalaried. It was pointed out that the gentlemen involved 
ought to at least be entitled to what would constitute in effect a reason- 
able reimbursement for their expenses, so to speak, of time and effort. 
It was not contemplated that the maximum set in the statute of $3,600 
ver year of service, after the initial year of operation, would at all 
be compensation for the many and various duties and obligations that 
they would be called upon to perform. That was the approach to it, 
sir. 

Mr. O’Hara. But it is fixed, then, under the provisions with refer- 
ence to statutes at $3,600 a year. 

Mr. Mircuety. On page 6 of the bill, sir, there is a provision that 
each director—who is, of course, a member of the Board—shall receive 
compensation as may be fixed by the Board for attendance at each 
meeting of the Board, but shall not receive more than $3,500 in any 1 
year of service measured from the date of appreannt, except that 
each director serving the first 365 days, dating from the date of organ- 
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ization of the Board, shall be entitled to receive not more than $5,000. 
The differential has been established on the basis that during the 
initial year of operation of this Board, they would certainly require 
a substantial amount of time for the first year in excess of what might 
be required in succeeding years after the operation was established, 
and, of course, it is hoped running smoothly. 

Mr. O’Hara. On the assumption that this legislation became law, 
would it be practical, so far as possible, to have a substitution as of 
August 15 of this present operating transit authority by this Author- 
ity, and furnish transportation to the metropolitan area ¢ 

Mr. Mircuett. I believe, sir, that this bill, if enacted into law, pro- 
vides a vehicle by which that may be accomplished. There are certain 
qualifications that I must make tothat. First is that it be passed within 
reasonable time so that action taken under it can be responsive and not 
conducted through the necessity of haste. In other words, if the bill 
were not to become law until the middle of July, I believe it would be 
impossible for the Commisisoners of the District or the Directors of 
the Board to formulate a plan of acquisition of the existing facilities or 
the acquisition of any other facilities in time to put them into opera- 
tion on the 15th of August. 

However, assuming that the bill is passed within reasonable time, and 
that the powers presently provided in this bill continue as such—and 
I get back to the power of eminent domain—then I feel quite certain 
that not only can the Commission, operating initially under it, and the 
Board operating subsequently there under it, provide for an orderly 
acquisition of facilities which are necessary to provide the transit 
facilities for the District in this area on the 15th of August. 

Mr. O’Hara. Would that envision the taking over by eminent do- 
main of certain parts of the transportation system now existing, or all 
of it, on the use basis and then replacing it with other equipment? Is 
that the situation that you have in mind ? 

Mr. Mrrcuety. That is the situation I would have in mind, Mr. Con- 
gressman, yes. Of course, those determinations are not mine to make 
nor am I qualified to make an apraisal of the relative values of taking 
over property or trying to acquire property or any of the other aspects 
of putting together a transit system. But I believe that would be the 
natural results in the course of events. 

At this point if I may supplement that just a moment, if the Com- 
missioners and the Board of this District are going to be called upon 
to operate under this bill upon enactment into law, I strongly recom- 
mend against tying their hands in any negotiations with respect to 
acquisition of existing facilities. What I am saying is that they will 
be under the gun to provide transit facilities on the 15th day of August. 
I think that they should be given adequate powers to deal with and 
handle circumstances that relate to the acquisition of existing facili- 
ties or any other properties that might be available. I don’t believe you 
can tie their hands and give all the cards to one of the Sena and ex- 
pect them to come up with the proper operation on the 15th day of 
August. 

Mr. O’Hara. I have one other question. There is a provision in this 
as to a Federal authority which would necessitate its operations both 
into the Commonwealth of Virginia and the State of Maryland. I 
believe you testified, Mr. Mitchell, that such operations would necessi- 
tate operations in Virginia under the Virginia law, subject to the pro- 
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visions of the Virginia Commission, and operations in the State of 
Maryland subject to the provisions of Maryland law. Did I under- 
stand you correctly to that effect ? 

Mr. Mircne.t. That is correct, sir. We are talking about intrastate 
operations. 

Mr. O’Hara. That is all, Mr. Chairman. 

Mr. Harris. Mr. Rogers. 

Mr. Rogers. Mr. Mitchell, I want to compliment you on your treat- 
ment of this subject. You very obviously know your business, espe- 
cially all the facets of the law involved in this particular type of opera- 
tion. 

Mr. Mircuety. Thank you, sir. 

Mr. Rogers. As I understand it, your firm drew this bill. 

Mr. Mircue.y. I should have made that clear beforehand. We 
have been ean a lot of credit in that respect that we really don’t 
deserve. This is a product of a good many capable people—I am 
not talking about myself, but other people who are more capable 
than I—constituting the Commisioners of the District of Columbia, 
the Public Utility Service Commission here, and the very capable 
Corporation Counsel’s staff. We had Mr. Hyde’s comments, and 
assistance, and there were also a good many other people from the 
regional planning staff, constituting experts and counsel, and of 
course Mr. Cleave. I think our main contribution along with Mr. 
Cleave is the fact that we were a little more familiar with this type 
of operation. We were cognizant of what had been done with respect 
to other authorities that had been set up in the District. We were 
a little more cognizant of the financing provisions. But the integra- 
tion of the requirements of the bill into the local scene here, and the 
Federal and District relationship, many of the ideas and their 
expression which is contained in the bill came from your local people. 

r. Rogers. Mr. Mitchell, the thing I am wondering about is to 
whom does your firm look for compensation in this matter? 

Mr. Mitrcuetyi. That is a question that I really cannot answer. 
The fact of the matter is that we were invited down here by Blythe 
& Co. It was for the reason that they wanted to help the District. 
I presume they are looking forward to the possibility of an under- 
writing of securities if and when the time comes. 

They did not want to come down without the advice of counsel 
experienced in the field, and wind up with a piece of legislation which, 
after going through all of the work, would be determined to be 
inadequate. . 

We have no set arrangement as to compensation, nor have I worried 
about it. We have done a good deal of this type of work in Wash- 
ington. The last year we spent a good deal of time without com- 
pensation working out the financing provisions of the administration’s 
school bill. We have done so in the housing field, and others. 

It is something that perhaps a more accurate accounting of should 
be undertaken on our part, but we do these things frequently without 
express understandings of what the compensation might be. 

r. Rogers. You do expect to receive compensation, do you not, 
Mr. Mitchell ? 

Mr. Mircnetu. Yes. ; 

Mr. Rogers. Your firm’s knowledge is worth something and your 
work is worth something. 
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Mr. Mircuetu. Very definitely. If we were so disposed if we sent 
a bill to Blythe & Co., there would be no problem of making a payment. 

Mr. Rogers. You have been associated with Blythe & Co. for quite 
a while. You have done quite a bit of work for them? 

Mr. Mircnei. Naturally being in the field that we are, we have 
been in association with Blythe & Co. ever since Blythe & Co. was 
organized. Our firm was organized long before them. As I pointed 
out before, our customary retainers in these projects come from States 
or their instrumentalities, It just so happens that there is no public 
entity to retain our firm or others. It would be the proper thing 
in such circumstances for the public body to do so. They were without 
means of retaining such services or counsel, As I pointed out, Blythe 
& Co. was most desirous of making sure that the legislation that 
might be presented to the Congress would be in a form that would 
accommodate a financing if that were the source from which the 
funds were to be obtained, and the path to be followed. Conse- 
quently, they came to us and offered to pay our fee if we would come 
down and assist in the matter. 

Mr. Rocers. I want to say this, too, if you do represent Blythe & Co., 
you certainly have done a wonderful job for your clients in insuring 
the bond buyers that they are going to get their money back. This bill 
is a wonderful job in that respect. I want to compliment you on that. 

Mr. Mrrcuety. I thank you for your compliment, Mr. Congressman, 
I would like to point out that while Blythe & Co., and any other insti- 
tution or municipality or State might pay our fee, our real client is 
the ultimate purchaser of the bonds. 

Old Judge Caldwell used to say that you have to look at it on the 
basis that there may be widows and orphans, and set it up on that basis, 
and make sure that they are received as such. I hasten to point out 
that the interest of Blythe or any other underwriter in this matter 
is consistent with the interests of the Transit Authority. If the bond 
can be set up on a proper basis, it is going to command a better interest 
rate, the Authority will borrow money cheaper than it would if it is 
not set up properly. Not only will the Authority receive the benefit 
of it, but all of the riders of the system who have to pay fares to retire 
the bonds over a period of years will also benefit from it. 

So we are sort of tripartite representatives in these matters. 

Mr. Rocers. I am sure of that, Mr. Mitchell. I know you are 
undoubtedly trying to represent your client and as you point out, 
probably a third party beneficiary in the people who are going to buy 
the bonds because they are the ones who are ultimately interested in it. 

What I cannot understand is that in moving into an area of this 
kind that you tie the hands and feet of the people of the United States 
through Congress, and when by section 14, you nail their feet to the 
floor where they cannot move. 

I cannot understand the thinking of group of people who want to 
in effect create an authority that to me is higher than the law. | 

This Authority, as I see it, actually is beyond the law. It is now 
only beyond the law at present, but under section 14 we don’t have 
the power to bring it within the law so long as there is one bond 
outstanding. : ; : 

Mr. Mrronetw. I disagree, Congressman, with your interpretation 
of section 14, also with the expression that the Authority is beyond the 
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law. The Authority is subject to this bill, if it is enacted into law. 
Section 14, if you will consider it, sir, as 1 understand the language 
of it—and I frequently don’t understand sometimes what I write, 
but I think I do in this case—that merely provides that the Congress 
shall not do anything which would prohibit the operation, acquisition 
or management of the system, or remove from the Authority the right 
to establish and fix these fares so as to impair the obligation of the 
bondholder. I don’t think Congress would ever want to do that. It 
does not take away from you all of your rights to legislate with 
respect to this subject matter. It merely expresses the idea that Con- 
gress will not take away rights that have been granted pursuant to 
this act to bondholders. 

The Authority cannot bestow upon the bondholders any rights that 
are not authorized by this act. 

Mr. Rogers. Mr. Mitchell, what I am thinking about is this: I have 
two fears in this. One is that if this section is constitutional, it might 
open the door to a Pandora’s box. On the other hand, my fear is 
that you and your firm have some fear that the Supreme Court has 
messed around with the Constitution so much recently that you better 
nail it down in the statute to be sure you know where you are. 

Mr. Mircueti. I don’t have that concept of the actions of the 
Supreme Court no do I have the thought that I would have the ability 
to nail it down so that they could not change it. I am afraid that 
would not be the case. 

I do believe, Mr. Congressman, if you consider what we have said 
in section 14 with respect to change of the rights of the bondholders 
in connection with this opinion of the Attorney General to the Presi- 
dent of the United States, which we have submitted for the record 
today, you will find there is nothing inconsistent with the expressions 
that we have in the bill. They are not onerous. There would be 
nothing more than any Congress would do. In other words, every 
Congress would recognize the validity and the property rights and 
the contract that was duly entered into. 

Mr. Rogers. Let us look at the language. It says that the Congress 
of the United States will not limit, alter or restrict the rights hereby 
vested in the Authority to plan, acquire, construct, reconstruct, extend 
or improve, maintain, manage and operate its transportation system 
or systems within the Washington metropolitan area. And then it 
goes on about the fares and rates. 

We know, and I am sure you appreciate, Mr. Mitchell, as an attorney, 
that the matters covered that I read there are matters that the minds 
of reasonable men might differ on, and actually they are conclusions. 

According to this section 14. the Congress is absolutely bound by the 
conclusions of the members of that Authority insofar as acquisition 
of property, construction or reconstruction of facilities, what would 
constitute improvement or needed improvements. Our hands are 
completely tied. There is nothing we can do with it so long as there 
is one bond outstanding. 

Mr. Mrrenety. Congressman. IT disagree with you for this reason, 
that you left out in the reading the most important clause, and that is— 
so as to impair the obligation of the Authority to fulfill the terms of any agree- 
ments with the bondholders 

This bill, if enacted into law, will express the powers that are 
vested in the Authority and the contracts that they may enter into 
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with bondholders. In other words, you are going to give by this bill 
power to a governmental agency to make certain administrative deter- 
minations within the powers of the bill. This bill also will an 
insofar as the provisions of the bill are concerned, the contractua 
obligations that they may enter into with the bondholder. 

Reading section 14, it doesn’t say that you can’t change the manner 
of operation or acquisition or anything to that effect, or it does not 
state that you cannot subsequently legislate to require them to do 
different things with respect to their Foe schedule or fare schedule. 
All it says is that you won’t do that in such a manner that you would 
take away contract rights that exist between the Authority and the 
bondholder. I think there is quite a distinction. 

Mr. Rogers. Congress would not have that right anyway. After 
all is said and done, the Government passes a law, and people change 
their position and invest in these bonds, and it would be considered 
a contract. We would not have the right under the constitution to 
come in and say those bonds were no good in whole or in part, would 
we?! 

Mr. Mircnetu. Mr. Rogers, I believe your statement is accurate. I 
think that is what the law is and what it should be as illustrated by 
the opinion of the Attorney General. 

However, as Congressman Hinshaw this morning pointed out, the 
gold clause cases are still fresh in a good many people’s minds. It 
is believed by many people that in the case of the gold clause cases that 
the rules were change Wy Congress with respect to the obligation of 
people that held bonds, money and other pieces of property, and that 
courts sustained the right to change. 

You see what we are trying to accomplish by section 14 is to lay 
out the ground rules here as to what constitutes this contract, so that 
we don’t get into the fuzzy situation as to whether or not there is a 
property right as happened in the gold clause cases. That is all we 
are trying to accomplish. 

Mr. Rocers. That is the point I was making. In more recent cases 
than the gold clause cases, for instance the natural gas decision for 
which we can’t blame the Supreme Court entirely, I think the President 
had his hand in it before we got through with it. That is the point 
I was making a moment ago, you want to make the ground rules here 
because you feel that the law as it presently stands is like a railroad 
timetable, subject to change without notice. 

Mr. Mrrcuety. That is correct, sir. If there is a complete under- 
standing of what the ground rules are that constitute this pipes 
right in the bondholders once they have invested in the bonds, I thin 
there is a less likelihood of disagreement of what the property rights 
are and what powers of Congress may exercise over them in the future. 

Mr. Roeers. Since that is what you want, and as an attorney re 
resening the people that you are representing, and ultimately the 
final bondholder, you would agree, no doubt, that the ground rules 
governing the actions and operations of the members of that Author- 
ity ought to be laid out in definite terms. : ‘ 

Mr. Mrrcnett. As I understand your question, sir, yes, I do. But 
I don’t think that all of their administrative functions are possible 
of regulation in this particular bill. You would go on ad infinitum 
as to what they could or could not do, and you would be presupposing 
as to what the ultimate setup of the transit operation was, and going 
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into the next 30 years if you tried to do it. I would point out that 
they will be somewhat limited by the obligations that they under- 
take with respect to their bondholders and equipment trust certificates 
and their tort claimants and others by the subsequent documents that 
will follow after it is known what sort of transaction this is going to 
be, what properties they are going to operate. 

Mr. Rogers. I yield to Mr. Flynt. 

Mr. Fiynt. Since the question was just raised about the legislative 
acts being like railroad timetables, being subject to change without 
notice, and since some courts have abrogated the principle of stare 
decisis, are you afraid that a court decision in the future will be like 
excursion tickets, good for this trip on this train only? 

Mr. Mrrcnett. Mr. Congressman, as a member of the bar I have 
to admit that I have the greatest faith in our courts and the con- 
tinued hope that they will improve in the future. 

Mr. Harris. Mr. Hale. 

Mr. Hate. Mr. Mitchell, as a practical matter this Authority has 
got to take over or will take over a lot of property from the Capital 
Transit Co., will it not? 

Mr. Mircueti. Mr. Hale, I expressed my opinion on that subject 
as a lawyer and not an engineer, and not as an official charged with 
providing of service in the District. My opinion is that if they are 
going to have service on August 15 here, that they are going to have 
to have some of the equipment of the Capital Transit Co. 

Mr. Hate. That is what I mean, because they just can’t get it any 
other place quick enough. 

Mr. Mircuety. Yes, but I want to point out that opinion is a non- 
informed opinion. I am not an engineer as you understand. Those 
are matters much better in the realm of the engineer or operator 
than a lawyer. 

Mr. Hate. Of course, I would not expect you to answer engineer- 
ing questions. But the actual drafting of this contract was predicated 
on the thought in your mind, and in the minds of your colleagues that 
the Authority would need to take over property from the transit 


company. 

Mr. Siidenech. The bill was drafted, Mr. Hale, with the idea of be- 
stowing upon this Board when it is created adequate powers to take 
over such of the property as it might desire in time to get the dead- 
line of August 15; yes, sir. 

Mr. Hate. Is there any legislative precedent for this right of 
eminent domain in personality? Do other transit authorities have that 
right ? 

r. Mrrcuety. No, sir. é 

Mr. Hane. Is there any right of eminent domain in personality 
anywhere by anybody, as far as you know? 

Mr. Mrrcueti. Yes. The Federal Government either through the 
exercise of the powers of the President or other agencies—I am not 
sure which, but I believe there is a memorandum here on that sub- 
ject—have had the power to take personal property for governmental 
purposes when needed. 

To get on with the second part of the answer to your question, other 
transit authorities to my knowledge do not have the power of eminent 
domain with respect to personal property. The reason as to why they 
don’t and why it is proposed here is that there was no such emergency 
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existing in the circumstances involving the acquisition of the proper- 
ties of these other private operators in the case of taking over by the 
other public instrumentalities that now operate transit systems. 

But as I say again with respect to the power of taking personalty 
by eminent domain, it was the only way that we could conceive of 
bestowing upon this Authority sufficient bargaining power, if we can 
put it that way, or in the absence of arriving at a conclusion by bar- 
gaining, the right of exercising a governmental function to protect the 
people of the District on the 15th day of August, and provide them 
with transportation. 

Mr. Hate. As a practical matter, is it not kind of rough to the 
stockholders of the Capital Transit Co. to allow their corporate assets 
to be picked out piecemeal here and there? Do you feel confident of 
our right to do that ? 

Mr. Mircueti. Yes, I feel confident of the legal right to do so. 
As to your question as to whether it is fair or not, I don’t know. 
L don’t know what their assets are, or what part might be 
acquired, what might not be acquired, or whether they would 
be acquired in toto. I am not familiar with that phase of the opera- 
tion. I do believe the law of condemnation is that if they have a sys- 
tem such as exists and if only part of it is taken, and if the part taken 
leaves a part that is therefore unusable, and to the detriment of the 
owner, that the compensation to be received for the part taken is 
measured to some extent by its etfect on the part left behind. I believe 
that is the law of eminent domain, as I understand it, and I believe it 
would probably be applicable in this situation. 

Mr. Hate. Now, I would like to go to another line of questioning. 
You say that this is a nonprofit body and of course it has no stock and 
no stockholders. The only cash it has when it starts to operate is what 
it gets from the proceeds of the bonds, is that right ? 

Mr. Mircuet.. That is correct. Assuming that the initial opera- 
tions are not initially financed under the interim financing provisions 
which involve the Treasury in section 27. However, that also pro- 
vides that if they do get into private financing, which it is contem- 
plated that they will, that those moneys be repaid. So the answer to 
your question is that as soon as they are in private financing, all of 
their funds will come from the proceeds of the bonds or the revenues 
of the system. 

Mr. Hate. Of course, as soon as the corporation starts to operate 
at a profit, if it does operate at a profit, the moneys go into the cor- 
porate treasury just as in the case of any business corporation ? 

Mr. Mrircuetu. Yes, sir. There is no provision in the bill to au- 
thorize this Transit Authority when it is created and operated to do 
otherwise with its money. So they will remain the moneys of the 
Authority. 

Mr. Hate. There is no provision in the bill for the amortization of 
the bonds. 

Mr. Mrrenetu. There is no provision in the bill requiring the appli- 
cation of any particular amount of revenues to the amortization of 
the bonds. That is something that can only be determined, again, upon 
the deal being set up, knowing how long a life your bonds have, what 
your estimates of revenues are and working it out on the basis of avail- 
ability of revenues to amortize them after your operating expenses 
and depreciation reserves and other things have been met. 
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Mr. Hare. You do contemplate that the bonds would have a 
maturity ¢ 

Mr. Mircuenu. Very definitely, sir. As you are well aware, in 
municipal or public financing, the basis of it is to amortize the entire 
principal amount over the period of probable usefulness of the prop- 
erties that you are financing as distinguished from private corporate 
financing where they frequently don’t do that and finance on ad 
infinitum. 

Mr. Hate. Do you expect the bond to have a maturity of 20 to 25 
years ? 

Mr. Mircuety. I am merely guessing. That is not my prerogative. 

Mr. Hate. I understand that. 

Mr. Mrrcnetx. I would guess that the bonds would have a ma- 
turity of probably 25 years, and they would be amortized through the 
operation of a sinking fund from year to year. 

Mr. Hatz. When the bonds get paid off, then the Authority would 
charge such rates only as would enable it to break even, is that right? 

Mr. Mircuety. That is correct, sir. 

Mr. Hate. With a certain reserve for depreciation and whatnot. 

Mr. Mitrcnet.. That is correct. It must be borne in mind, of course, 
which is quite obvious, that your rolling stock, I think it was testi- 
fied yesterday, the period of usefulness is anywhere from 6 to 14 
years, depending upon the usage, and therefore you would have addi- 
tional financing that would necessitate the replacement of rolling 
stock over the period of this 25 years. 

Mr. Hate. I want to ask you one other question on the right of 
eminent domain. You say that the right is to be exercised only in the 
District of Columbia, but not in Maryland or Virginia, is that right? 

Mr. Mircuett. I said that the act provided that the grant of the 
power of eminent domain under this statute was restricted to its exer- 
cise in the District of Columbia. However, the Authority as one of its 
general corporate powers is enabled, if authorized by the laws of 
Maryland or Virginia, to exercise the power in Maryland and Vir- 
ginia, I repeat, it must be authorized by the laws of those States 
before it may do so. 

Mr. Hate. I don’t understand that. You say that it can exercise 
its right of eminent domain in Maryland and Virginia. 

Mr. Mrrcuetu. This proposed bill does not bestow upon the Au- 
thority the power and right to exercise eminent domain in Maryland 
and Virginia, but it contains an authorization that if the State of 
Maryland or the Commonwealth of Virginia authorizes the Author- 
ity to exercise the power of eminent domain in the respective States, 
then the Authority may go in and do so. 

Mr. Hate. The situation I am envisioning is that the Capital Transit 
Co. says, “We don’t want to be eminent domained out of our buses. and 
we will take them to Maryland or Virginia.” The sovereignties of 
Maryland or Virginia may say, “We are not going to help the Transit 
Authority take the property of the Capital Transit Co. involuntarily.” 
What happens then ? 

Mr. Mitcuety. The point was not overlooked Mr. Congressman, 
when the bill was considered. Some of your eminent local counsel 
said that the situs of those buses was the District of Columbia for the 
purpose of exercising the power of eminent domain, and upon the 
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filing of a petition to exercise it, if the owners of those buses sought 
to wheel them across the border into the State of Maryland or Vir- 
ginia, they might very well be subject to contempt proceedings before 
the court. 

Mr. Hate. I don’t follow that. What are they in contempt of? 

_ Mr. Mircuew.. They are in contempt of the court if a proceeding is 
instituted to acquire property and while that proceeding is pending, 
they remove the property from the jurisdiction of the court. I think 
that might yer well be grounds for contempt. I am not an expert 
in that particular field of law, but I have heard it discussed by your 
local counsel, and I am inclined to agree with them. 

Mr. Hate. I don’t understand why the Capital Transit Co. cannot 
put its buses today in Maryland or Virginia and there would be no 
contempt of any kind. 

Mr. Mircueti. They have an obligation to furnish transportation 
facilities here until the 14th of August. That is my understanding 
of the matter. 

Mr. Hate. That is true enough. They might leave some buses on 
the streets of the District of Columbia, but they could still have some 
in Virginia or Maryland. I don’t see any contempt of anything or 
anybody. However, I will not argue with you. 

I understood you to say that the public might complain of rates 
charged by the Authority which were too low, but but not of rates 
which were too high, is that right ? 

Mr. Mircueti. No, sir. I pointed out first that in my opinion they 
would have an absolute right to go into the court and complain of 
rates that were too high because the rates that were too high would be 
affecting their interest. I said that with respect to their complaining 
as to rates that were too low, I believe it would be a question of fact as 
to whether or not the maintenance of rates at levels that were too low 
affected their rights, and their rights would be to proper service and 
facilities. If they could provide proper services and facilities with- 
out maintaining rates that were high, or as you put it, rates that were 
too low, I don’t know how they would be damaged or what their stand- 
ing in court would be. 

Mr. Hatz. The Capital Transit Co. got into considerable difficulty 
through what I think the public believed to be an attitude of arro- 
gance. What guaranty is there that this Transit Authority won’t 
get into trouble in exactly the same way? 

Mr. Mrrcnetu. I would think there would be a number of reasons. 
First of all, I would assume that the members appointed by the Presi- 
dent, as recommended, would be of the type that would not result in 
acting arrogant. They will have considerable compulsion upon them 
not to act arrogant which will be contained in the trust indentures 
under which they will finance their obligations. I believe that history 
has shown at least in my experience and it extends into most parts of 
the country in dealing with these authorities, that a public authority, 
although it may be an independent instrumentality, and may not be 
directly under the supervision or control of either the municipality, 
the State or any other governmental officer or entity, public opinion 
has a great deal to do, and constitutes a substantial reason for their 
acting in the public good. 

Mr. Hate. That is all. 

Mr. Harris. Mr. Flynt. 
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Mr. Fiynt. Mr. Mitchell, I want to join Mr. Rogers in congratu- 
lating you on your presentation of facts and the law you have given 
here today. 

Mr. Mrrcnei. Thank you, sir. 

Mr. Fiyntr. I am personally very grateful to you for it, and I 
know the whole committee is. 

A question arose a while ago in response to a question asked by 
Mr. Hale concerning the Authority to seize under exercise of eminent 
domain powers personal property, and you referred to certain cases 
where the President or a branch of the Government had done so. 
Are you not confusing those seizures with war powers instead of 
eminent domain ? 

Mr. Mircuett. Mr. Congressman, I don’t believe I am so confusing 
them. I would say that it was my opinion that the power of eminent 
domain can be exercised with respect to personalty just as it can with 
realty. The Corporation Counsel’s office had their people work on 
it, and they came up with the conclusions, as I understand it, and 
precedents which substantiated the matter. 

Mr. Fiyntr. But you yourself don’t have any such precedents to 
present to us ¢ 

Mr. Mircue.u. I don’t have them before me, no, sir. 

Mr. Fiynt. Is it your understanding of the right of eminent domain 
that its purpose is to authorize the Government or an neler 
of government or private corporation, which has been endowed wit 
eminent domain powers by statute, to seize power or to acquire prop- 
erty which is not available in the open market ? 

Mr. Mircue.t. I think that is a very good description of it. 

Mr. Fiynt. Land and realty, of course, for the most part fit that 
description. 

Mr. Mircue.t. Yes, sir. 

Mr. Fiynt. The main difference between realty and personal prop- 
erty is that personal property is more readily replaceable, whereas real 
property is at one place and one place only. 

r. Mrrcuett. That is correct, sir. 

Mr. Fiynr. Have you ever known of any exercise of eminent 
domain powers over personalty ? 

Mr. Mrrcueww. No, I do not, sir. 

Mr. Fiynv. Section 14, about which there has been considerable 
discussion since you have been on the stand and testifying, is an 
attempt to bind a sovereignty, is it not ? 

Mr. Mircuett. I believe, Mr. Congressman, it is not an attempt to 
bind the sovereignty. I believe we respect and understand the prin- 
ciple of law that a Congress cannot bind a succeeding Congress. How- 
ever, I believe it is an attempt on our part to establish the rules and 
the understanding as to what the property rights of the bondholders 
are. I believe there is sufficient distinction in those two principles of 
law to warrant the inclusion of this provision in section 14. 

Mr. Fiynt. Would not those rights be defined by judicial precedent 
and judicial interpretation more appropriately than they would be by 
le idlative enactment ? 

r. Mrrcne.y. Yes, it would certainly be a lot more final. How- 
ever, I believe the courts would giveg reat weight as they have with 
respect to other findings of Congress on subjects of this nature. In 
other words, if this provision stands in the bill, that would be an indi- 
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cation that the Congress has recognized that the bondholders does have 
property rights in these subject matters, and therefore those are the 
property rights which they will protect. 

Mr. Ftynv. Do you think the failure of Congress to include such 
a provision in every law it enacts is an indication that it does not 
intend to keep faith with those who act in pursuance of that particular 
piece of legislation ? 

Mr. Mircnettz. No, sir, I have never had such an opinion. I have 
not held it myself. I would, as I pointed out this morning, use as an 
illustration the great length it was necessary to go to in connection 
with the Public Housing Authority bonds, and the opinion of the At- 
torney General to the President of the United States, in order to assure 
people who do invest in substantial quantities in that type of obliga- 
tion, as to just what their rights were. 

I believe that such an expression here would eliminate the necessity 
of ever going through such a routine to have a member of the admin- 
istrative or executive side of government make such findings as was 
done by the Attorney General. 

Mr. Fiynvt. Do you think that if any subsequent Congress should 
undertake to pass any amendatory legislation to this act, if it should 
be enacted, which would impair the obligation of a contract entered 
into by the Authority, that the first court which it got into would 
immediately strike down such impaired legislation ? 

Mr. Mrrcnett. I believe that is correct. I don’t believe there is 
any doubt about it. I would point out that there might be a difference 
as to what was impairing the obligation of contract in the absence 
of such a provision as we have in section 14. 

Mr. Fiynt. Do you agree with me that section 14 is simply a re- 
statement of the law as it is today ? 

Mr. Mircne.xt. With the additional qualification that it also is an 
understanding as to what the law should be with respect to the obli- 
gation of the Authority and the Congress to the bondholder. 

Mr. Fiynt. Doesn’t that obligation already exist? Isn’t it just as 
strong without section 14 as it is with it ? 

Mr. Mircue.i. If we can determine what the obligation is. 

Mr. Fiyntr. Wouldn’t that be expressed in the terms of the bond 
itself, and is not the bond itself the proper place to include such an 
obligation ? 

Mr. Mitcue.i. The bond will be the instrument of the Authority, 
and they certainly will not have any power to contract with respect 
to what Congress will or will not do in the future. Their covenants 
will have to be responsive, of course, to this legislation, whatever it 
may be. I would like to get back again to my understanding of it, 
so to see if it differs from yours, I am perfectly cognizant of the 
principles that you state with respect to trying to bind a future Con- 
gress. But I still feel that the porvisions of section 14 are helpful 
in determining what the obligation of the bondholder is that may not 
be impaired by future legislation. ; 

Mr. Fiynt. Do you think that the presence or absence of section 
14, as it is now written, or any comparable section 14, would either 
strengthen or weaken the obligation that is expressed on the face of 
the bond itself ? 

Mr. Mrrcne.t. I believe that section 14 as expressed would 
strengthen the obligation on the bond for the reason that it would be 
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of considerable help and guidance to the court in determining what 
the obligation of the bondholder is that the subsequent Congress may 
not impair. 

Mr. Furnt. Do you think that a court could properly go beyond the 
— the bond itself to determine the obligation of that particular 

nd ¢ 

Mr. Mircuett. Yes. You can go beyond the face of the bond, be- 
cause there are a number of other items that enter into the contract 
between the issuer and the bondholder. No. 1 is the enabling legisla- 
tion, and No. 2 are the proceedings and documents under which it is 
issued, as well as the bond form. Of course, there must be read into 
the bond contract any other constitutional or applicable statutory 
provisions of law. 

Mr. Fiyrnt. That brings me to this. If the enabling legislation or 
the procedural formalities should in the opinion of the court fail to 
make the bond a valid obligation, do you think that section 14 would 
supersede those procedural defects or enabling defects? 

Mr. Mircuevy. I am not quite sure, Congressman, I understand 
your question. 

Mr. Fiynvt. I will try to put it more plainly. Is it the purpose of 
section 14 to overcome any procedural or enabling defects which might 
peneenenen get into the preliminary details to the issuance of these 

nds? 

Mr. Mircurti. No, Congressman, none whatsoever. There is no 
intention that would have application to it at all. 

Mr. Fiynt. Then why can’t we go along with the procedure that 
the municipalities and counties and States and other political sub- 
divisions have gone on for 150 years, and let the bond and the ad- 
ministrative and procedural procedures speak for themselves? 

Mr. Mircuett. Mr. Congressman, I can answer that question by 
saying that there is not a good revenue bond act in the country that 
does not have a provision like this except in a good deal stronger 
language, except where a State has relinquished its rights to interfere 
with the operations of the issuer and allows the issuer to enter into 
covenants to protect it with the bondholder. 

Mr. Friynt. Don’t you think that is an entirely different matter 
than what we are confronted with in this particular piece of 
legislation ? 

Mr. Mitrcuey. I do, for the reason that the States, of course, are 
prohibited from impairing contracts through legislation. Congress 
is not so prohibited from impairing contracts. As I understand it, 
it has to do more with the taking away of property rights rather than 
the impairment of contracts. Therefore, we get back to section 14 as 
being an attempt, and the purpose to set forth what the property rights 
are that we hope will not be impaired by future Congresses. 

Mr. Fiynvt. I wonder if you can supply for the record, in the event 
you cannot furnish it now, any precedent whereby one Congress has 
attempted to bind a future Congress. 

Mr. Mircuen.. By legislation comparable to this? 

Mr. Fiynvt. Yes. 

Mr. Mircuet. There is a memorandum that has been submitted, 
I believe, by Commissioner Spencer yesterday that covers that sub- 
ject, sir, 

Mr. O’Hara. Will the gentleman yield? 
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Mr. Fiynt. I would be glad to. 

Mr. O’Hara. In all seriousness with relation to section 14, suppose 
after the passage of this Jaw with section 14 as it is, Congress passes 
a law that the Director of Civilian Defense shall have the authority 
under certain specified conditions to seize public transportation. Let 
us assume that there are 1,000 buses, and that the only transportation 
of this Authority is buses, and the Civilian Defense Authority comes 
along and seizes the thousand buses and uses them for transportaing 
civilian population from Baltimore to some spot where it is safer. 
Would that not be a serious impairment of this Authority ? 

Mr. Mircuety. It most certainly would, Mr. Congressman, but I 
know of no way constitutionally where you can provide against it. 

Mr. O’Hara. This 14 would be just idle language so far as that 
action would be concerned. 

Mr. Mrrcuety. Section 14 would then have no bearing on the situa- 
tion whatsoever, because it would be the exercise of the police power 
by the executive branch of the Government, and would not be respon- 
sive to any action of Congress. 

Mr. Harris. Except it would be incumbent upon the Federal Gov- 
ernment to make restoration of any losses that may result ? 

Mr. Mircnetyi. Most certainly, sir. 

Mr. Fiynr. In section 19, at two places, there is this language, line 
13: 

This act, without regard to any other law of the United States or the Dis- 
trict of Columbin, shall constitute full authority for the Authority to make all 
rules and regulations necessary for the governing of the operation of the trans- 
portation systems of the Authority, and the Authority shall have full power to 


determine all schedules, routings, and changes therein, and conditions of service, 
except as provided in section 23 hereof. 


In the same subsection (a), it again says. 


This act, without regard to any other law of the United States of America 
or of the District of Columbia, shall also constitute full authority for the fixing, 
and so forth. The rest of it is not pertinent. 

Now, let us go over to section 7, where it says: 

Subject to and in accordance with the procedures, conditions and limitations 
and other provisions of this Act, the Authority is hereby granted and shall have 
power to acquire by eminent domain real property or personal property, tangible 
or intangible, situated or having a legal situs in the District of Columbia or any 
interest therein. 

That in itself, as I construe it, effectively repeals the present law 
of the District of Columbia with regard to eminent domain. As I 
construe it, and I may be wrong on it, the present law of eminent do- 
main in the District of Columbia, it applies to land, and real estate 
only. 

Caen skeptical and very apprehensive of legislation which to me, 
a so-called emergency and not a war emergency, attempts to disregard 
wholly existing laws without repealing those laws specifically. I am 
apprehensive of what may underlie such an attempt and such an effort. 
We want to work out this thing to the best interests of. first, the travel - 
ing public. I don’t mean to put these in the order of their importance. 

Second, the future bondholders. Third, the present owners of 
private property which this act may authorize the confiscation of with- 
out justification. I think everybody here seeks to protect those three 
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groups, and to protect them within the meaning of the law as we 
understand it. 

I am apprehensive under circumstances where we are acting more 
or less—or where we are called upon to act hurriedly and in haste— 
to put into any law or to any new statute the words “without regard 
to any other law of the United States or the District of Columbia.” 
I believe that you share with me, perhaps, a little bit of that appre- 
hension. aD 

Mr. Mircue... I would prefer to answer that I understand to be 
your first question, and that is that these provisions that you have 
read you construe as removing the exercise of the power of eminent 
domain from the existing procedures relating to the subject in the 
District. 

Mr. Fiynt. Thatisone. That issection 7. 

Mr. Mircuety.. Yes, sir. With respect to that, I call to your atten- 
tion the language at the bottom of page 14, subdivision (c) which 
reads : 

Except as herein otherwise provided condemnation proceedings for the acqui- 
sition of such real or personal property or any interest therein shall be instituted 
or conducted in the United States District Court for the District of Columbia 
which court shall have jurisdiction of such proceedings, and such proceedings 
shall be prosecuted in accordance with the procedures and proceedings instituted 
and conducted in the name of the United States. 

Mr. Fiynt. Is that section 6? 

Mr. Mitcnety. That is section 7, subdivision (c) on page 14. 

The references to the general clauses that are taking the powers 

anted in this bill out from the provisions of other laws would not 

applicable insofar as we are dealing with the procedures relating to 
the condemnation proceedings which are specifically herein in this 
subdivision (c) provided. 

My concern with regard to the act is not as great as you expressed 
it, because where we have these general saving clauses—just to use a 
general term for the language that you referred to—it refers to specific 
items. With respect to issuance of obligation, the charging of fares, 
the determining of service, procedures, and items like that. In other 
words, the intention of that type of language is to exist from regula- 
tory bodies that presently exist that have control over comparable 
facilities that are not operated by a public body. 

Mr. Fiynt. Now, let us go to section 19, and if you can answer my 
stated apprehension for the language that says “without regard to any 
other laws of the United States or the District of Columbia.” 

Mr. Mrrcuety. There are two such provisions. They deal, begin- 
ning on line 15, I believe, and line 22, with the making of rules and 
regulations including the schedules, routing, and changes therein, and 
the conditions of service, and the second one has to do with the im- 
position of fares, tolls, rates, and so forth. 

I go back to the original statement that I made on that subject to 
the effect that this is the only body with which people can contract. 
Therefore, this body must have power to carry out and regulate the 
functions that affect its operations and its revenue. The providing 
of such things as schedules, routings, changes, and so forth, affect the 
economics of the system. The charging of fares affect it. If they 
don’t charge enough fares, or if they don’t operate on the type of 
routes that will produce enough fares then their operations are not 
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successful. This is a public body. There is nothing to protect such 
public body if the Congress imposes the action of a second govern- 
mental body on top of it. 

As I pointed out, a private corporation can be protected due to the 
well-known established principles of law relating to adequate return 
and such other items, but there is no protection that you can bestow 
upon a governmental body from the regulation of a superior govern- 
mental body. 

Mr. Fiynv. Earlier today, either this afternoon or this morning, 
either while you, or Mr. Cleave, or Mr. Hyde, was on the stand, there 
was some reference made to Montgomery County, Md. Suppose Mont- 
gomery County, Md., saw fit to issue revenue certificates as contradis- 
tinguished from bond: The issuance of those bonds and the exercise 
of the necessity to constitute a sinking fund to repay the purchasers of 
these revenue certificates, Montgomery County in the exercise of the 
powers necessary to, first, sell the bonds, aid second, to obtain the 
necessary revenue to repay them, they would still have to operate 
within the laws of the State of Maryland ? 

Mr. Mrrcnent. They would have to operate within the laws that 
the legislature made applicable to the particular public entity that 
was carrying out the function to which you relate. 

If your question is directed at this language that relates to “without 
regard to any other law of the State of Maryland,” that is a very com- 
mon provision in these acts authorizing the carrying out of public 
functions by authorities, and authorizing them to establish rates and 
issue bonds and things like that. 

I do not believe there is a toll road act in the country that does not 
have such a provision in it. 

As you know, in many States, the issuance of obligations are subject 
to the approval of certain governmental officers or agencies, and the 
charging of fares are subject to the Public Service Commission or the 
Railroad Commission, whatever it may be. The purpose of such pro- 
vision as contained in section 19 is to remove this public instrumentality 
from those regulations, recognizing the fact that it is also a public 
body and it is presumably to serve the public good just as well as the 
Public Service Commission. 

Mr. Frynv. Tell me if I am correct in this assumption that I make: 
That the bonds to be issued by the Washington Metropolitan Transit 
Authority would be more comparable to revenue certificates than they 
would be to general bonds issued by a political subdivision ? 

Mr. Mrrevwer.. Mr. Flynt, you started out using the term “revenue 
certificates,” because, as you recall, we were trying to evade the con- 
stitution of Georgia, in getting them issued, keeping away from the 
idea that the term “bond” referred to tax-supported obligation. Such 
was the case of Florida and other States. However, in most places 
in the country, the courts have sustained, and the investor prefers, the 
designation of a revenue bond as distinguished from revenue certifi- 
cate, because the word “bond” although the legal obligation might be 
the same, has a more sanctimonious ring to it. 

I think that is what is really involved in it. 

Mr. Fiynt. But under this bill as drawn, these bonds of the Wash- 
ington Metropolitan Transit Authority would not, under any circum- 
stances, be the bonds chargeable against the revenues or ad valorem 
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revenues of the District of Columbia or any other political sub- 
division adjacent to it ? 

Mr. Mircuett. It is expressly so provided, and not only would the 
bonds not be a charge on it or the interest on it, but the Authority is 
prohibited from incurring any obligations of any type on behalf of 
the District, the Federal Government, or the political subdivisions or 
States in which it might operate. 

Mr. Fiyntr. One more question and I will be through. 

The bonds will be issued by this Authority would necessarily be 
charged as obligations against all property owned by the Authority 
at the time of the issuance of the bonds, and also would be charged 
as obligations upon any property acquired for the purpose of replacing 
existing property ? 

Mr. Mircnetu. It could be so made, Mr. Flynt, by a charge against 
it. It would mean that you would have an encumbrance placed upon 
the property of the Authority, both now and hereafter seeitedd bat 
the encumbrance is not in the nature of a mortgage for the purpose of 
foreclosure or anything along those lines, but mererly to require the 
Authority, in the exercise of good business, to retain those properties 
for the purpose of producing revenues. 

I think it is more accurate to state that the bonds and the interest 
thereon will be secured by a pledge of the revenues from the property 
now owned or to be acquired by the Authority, or thereafter to be 
acquired. 

Mr. Fiynv. In the event that it became desirable or necessary to 
expand the service and to increase the physical holdings and physical 
properties of the Authority, that same obligation would apply to after 
acquired property in the nature of additional property as well as 
replacement property, would it not ? 

Mr. Mircuetn. Yes, Mr. Flynt. I should have also pointed out, of 
course, that the obligation of this bondholder, I think, from a practical 
point of view, would be subject to the right reserved to the Authority 
to issue trust certificates and provide additional rolling stock payable 
out of certificate funds, so you can keep your system going. 

We will not have the problem here, Mr. Flynt, that you have had 
in Georgia over the years, by pledging portions of revenues or portions 
of systems, which has caused all the trouble. 

Mr. Fiynt. Say that these bonds are 20- or 25-year bonds and let 
us assume that the property acquired at the beginning of operations 
of the Authority wears out in 10 to 15 years, and that the operations 
of the Authority have not been sufficiently successful to provide for 
replacement out of funds readily available and it becomes necessary, 
as it probably would, to resort to equipment trust arrangements to buy 
the replacement property—not new property but replacement prop- 
erty: Would that effectively impair the obligation of the bonds as 
to the bondholders ? 

Mr. Mrircueti. No, sir. The reservation of the right by the Au- 
thority will be expressly written into the bond contract. 

Mr. Frynvr. And they would still come ahead of the equipment 
trusts? 

Mr. Mrrcuetx. Do you say the bonds would come ahead ? 

Mr. Fixnt. The rights of the bondholders would come ahead of 
the equipment trust holders. 
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Mr. Mrrcnewx. I would not care to classify their rights categori- 
cally at this time, but I would say that the bond contract would be 
written so that the respective rights of a bondholder and an equipment 
trust certificate holder will be determined, and the Board of the Au- 
thority will reserve rights to issue equipment-trust certificates payable 
out of certain funds, and that payment to the equipment-trust certi- 
ficates will not then, of course, violate the contract of the bondholder 
because it will have been provided for in such bond contract. 

Mr. Fiynv. Is such a provision written into this bill? 

Mr. Mircnei.. There is authority for them to do it. I recommend 
against trying to ascertain all of the operations of the agency over the 
25 years or whatever their financing might be, as to what the respec- 
tive liens of an equipment-trust certificate might be as compared to 
a bondholder, because you might tie yourself into an impossible situ- 
ation. 

Mr. Fiynt. In other words, that is the kind of thing that should 
be handled when the occasion arises rather than incorporated into the 
basic act? 

Mr. Mircuetu. Correct, sir. It should be contained as a grant of 
power to do those things in the act, and you work out such things 
with your bondholders and equipment-trust holders. 

Mr. Fiynt. Thank you. 

Mr. Harris. Mr. Dolliver? 

Mr. Dotutver. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hate. Mr. Mitchell, while I have been sitting here I have read 
this opinion of the Attorney General. I call your attention to this 
language which I think is the most significant in the opinion. The 
Attorney General says: 

In reaching the conclusion that an annual contributions contract of the 
PHA creates a valid and binding obligation of the United States, it is per- 
tinent to note that the language of section 10 “the faith of the United States 
is solemnly pledged to the payment of all annual contributions contracted for 
pursuant to this section,” is identical with language used by Revised Statutes 
3693 with respect to the interest-bearing obligations of the United States. 

The Attorney General was dealing with obligations of the United 
States. By express definition, these Transit Authority bonds are not 
obligations of the United States. 

Then the Attorney General continues: 

It would be appropriate to conclude therefrom that the Congress intended 
to place on a similar footing the obligation to pay annual contributions con- 
tracted to be paid pursuant to the terms of the act. 

In other words, the Attorney General’s opinion as I read it simply 
says that the annual contributions, obligations, of the PHA are on 
the same footing as any interest-bearing bond of the United States, 
which, I suppose, is perfectly clear. 

We did repudiate the gold clause; by act of Congress we repudiated 
the gold clause. ; 

The Supreme Court said the bondholder had no remedy. But in 
this situation, you are not dealing with obligations of the United 
States, you are dealing with the Transit Authority, an entirely inde- 
pendent entity, an entity which is specifically defined as being no in- 
strumentality of the United States but of the District of Columbia. 
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_ All this bill says is that the United States pledges to the bondholder, 
in effect, that it will not do anything to worsen his position. I still 
am unconvinced that section 14 is anything but sanctimony. 

_ Mr. Mircnetx. Mr. Hale, I would like to clarify the factual situa- 
tion existing with respect to the Attorney General’s opinion and the 
contractual obligation involved. 

Under the United States Housing Act of 1937 as amended, the act 
created a corporate body known as the United States Housing Author- 
ity, whose functions are now being administered by the Public Hous- 
ing Administration. That act also authorizes, in section 10, the 
United States Housing Authority, acting through the PHA to enter 
into contractual arrangements with the local authorities who, in turn, 
can pledge the benefits of those contractual arrangements. 

So the analogy is comparable to what we have here in that this 
Authority will be an instrumentality of the United States or the 
District of Columbia, whatever way it is. It is a creature of the 
Federal Government no matter what it winds up as. And then, they 
are authorized to enter into certain contractual arrangements. 

This act is a recognition of those contractual arrangements just 
as the Attorney General’s opinion is a recognition of the contractual 
arrangements between the United States Housing Authority and the 
PHA and the local authorities, following through to the bondholders. 

So there is an analogy there of the contractual arrangements in 
addition to the language of the Attorney General stating that in each 
instance the faith of the United States was pledged to the payment 
of these particular bonds. 

Mr. Hate. Well, again, I will not argue that with you. I do not 
see that the opinion of the Attorney General comes anywhere near 
sustaining the effectiveness of the provisions of section 14 of this bill 
as drawn. 

Mr. MrrcuHett. It is in my opinion, sir, a recognition of the property 
rights in contractual obligations springing from governmental entities 
which must be recognized by all the departments of Government and 
cannot be changed so far as the property rights are concerned by sub- 
sequent act of Congress. 

Mr. Rogers. Would the gentleman yield? 

Mr. Hate. Yes. 

Mr. Rocers. Mr. Mitchell, do you not think that if these bonds 
should become shaky, that the same argument would be presented that 
you presented this morning with relation to the reasons that you drew 
the bill originally, setting up a Federal Authority, on the grounds 
that the excuse for this type of legislation was Federal need, and 
therefore that this was an indirect obligation of the Federal Govern- 
ment even though the act itself stipulates that it is not? 

Mr. Mrrcnetn. Well, of course, that discussion arises every time 
a revenue bond is issued, and in every community where one is issued. 
All I can say is that the contractual obligation does not exist, and 
if the agency on top of the agencv that is issuing the bonds wants to 
recognize a moral obligation, although it does not exist either, and 
the good name of the community, and to use its funds and resources 
to help make good something that they are not obligated to do, then 
it is entirely within the province of the legislative body, whatever 
it may be, to do so. 
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I would point out that there are a number of situations in this 
country that exist today that are going to have a pretty severe test 
on that problem very shortly, including one called the West Virginia 
Turnpike, and a few others along the line. 

We will find out just how well that moral obligation, if it exists, 
is recognized. 

Mr. Harris. Are there any further questions, Mr. Hale? 

Mr. Hare. Mr. Mitchell, I have just two very brief questions. One 
is, the Southern Railway Co. and some other railroads, including the 
Washington Terminal, are a little concerned about sections 7 and 8 
which have already been mentioned, relating to the acquisition of 
property by the Authority and its powers of eminent domain. They 
are fearful that these sections might be construed to include property 
of the Washington Terminal Co. Was such intended by the bill? 

Mr. Mrrcnetn. No, sir. 

Mr. Harris. Would you care to comment on this proposed proviso 
to amend section 6 as it is in the bill, changing the period at the end 
of said section in the third line on page 13 to a comma, and inserting 
immediately after the comma the following: 

Provided, however, That nothing in any part of this act shall authorize the 
acquisition by eminent domain of any property in the Washington metropolitan 
area of any railroad company engaged in interstate freight transportation or of 
a railroad terminal company. 


Mr. Mircueti. My comment on that, Mr. Chairman, is that they, 
in effect, by that language, are seeking to be put in a preferred status. 
There is provision in the bill here, as I recall it, that provides that 
no property of a transportation company or railroad, and that could, 
of course, to make it eminently clear, be broadened to include a ter- 
minal company used in its operations; they are excluded and entirely 
exempt from condemnation. However, that language there would 
broaden it to mean all property of those organizations, whether they 
were currently being used in their operations or not. 

I understand from general conversation, but I think it is worth 
repeating, that some of these organizations—I am not sure it is the 
ones involved in this particular letter—do have rights of way that 
are not being used, that are being abandoned, they do have property 
that is not being used that might subsequently become of some value 
to the Authority in connection with its operation. 

Mr. Harris. In order that this might be of record, if there is no 
objection, I shall include in the record at this point two letters to 
the chairman of this committee, Mr. Priest, from Hamilton & Hamil- 
ton, attorneys here in Washington, representing some railroad com- 
panies and the Washington Terminal Co. 

(The letters referred to are as follows :) 

Wasuineron 5, D. C., February 21, 1956. 


Hon. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Dear Sir: H. R. 8901, entitled “Washington Metropolitan Transit Authority 
Act,” contains language that may be broad enough to include the Washington 
Terminal Co., which I understand was not the intention of the drafters of 
the bill. 

The Washington Terminal Co. is the company which operates the Union Sta- 
tion and the terminal facilities serving the railroads coming into Washington, 
and is the company which was provided for in section 10 of the act of February 
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12, 1901. It operates solely within the District of Columbia, but its operation 
is limited to transportation companies furnishing facilities extending beyond 
the boundaries of the Washington metropolitan area. 

In order to obviate any uncertainty it is requested, that the bill be amended 
in the following particular : 

Amend sec. 3 (c) by inserting in line 6 on page 4, after the word “Area,” 
the following: ‘and railroad lines and terminal facilities used in connection 
therewith,”. 

Respectfully submitted. 

HAMILTON & HAMILTON, 
General Counsel, The Washington Terminal Co. 


WasuHineron 5, D. C., February 21, 1956. 
Hon. Percy PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Ste: On behalf of the railroads hereinafter named and other railroads 
operating into the District of Columbia, I wish to suggest an amendment to 
H. R. 8901. 

Sections 6 and 7 of the bill, relating to the acquisition of property by the 
Authority and its power of eminent domain, might be construed to include prop- 
erty of railroads necessary for future development but not required for the 
operation of the railroad at the present time. It is suggested that such prop- 
erty be excepted from the power conferred. These sections might also be con- 
strued to include property of the Washington Terminal Co., which I am sure 
is not intended by the bill, and this property should also be excluded. 

It is respectfully requested that the bill be amended in the following particular : 

Amend sec. 6 (a) by changing the period at the end of said section in the 

third line on page 13 to a comma, and inserting immediately after said comma 
the following: 
“Provided, however, That nothing in any part of this Act shall authorize the 
acquisition by eminent domain of any property in the Washington metropolitan 
area of any railroad company engaged in interstate freight transportation or of 
a railroad terminal company.” 

Respectfully submitted. 

HAMILTON & HAMILTON, 
Attorneys for Southern Railway Co., Richmond, Fredericksburg & 
Potomac Railroad Co., Washington Terminal Co. 


Mr. Harris. Are you familiar with the New York Port Authority ? 

Mr. Mircuetu. Generally, sir, yes, sir. 

Mr. Harris. Article 8 in the compact creating the New York Port 
Authority approved by Congress in 1921 contains this provision: 

Unless and until otherwise provided, all laws now or hereafter vested juris- 
diction or control in the Public Service Commission or Public Utilities Com- 
mission or like body within each State, respectively, shall apply to any trans- 
portation facility operated by the Port Authority with the same force and 
effect as if such transportation facilities were owned, leased, operated, or con- 
structed by a private corporation. 

Mr. Mircuett. I am familiar with that provision, sir. 

Mr. Harris. Has it worked out all right in the New York Port 
Authority ? 

Mr. Mircuety. Well, I do not believe they have had any problem 
with it, for this reason, that the Port of New York Authority finances 
its operations on a general fund basis. They have many and varied 
operations, running from grain elevators to bus terminals, bridges, 
tunnels, airports, and a lot of other items, All of their operations, all 
of the deficits of the marginal and submarginal operations, are paid 
for out of the bridges and the tunnels. So they need not be concerned 
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particularly about provisions such as that relating to particular trans- 
portation systems. 

I do not know of any transportation system as we are discussing 
here that they operate. I know that they do have terminals, but I 
believe that the buses that are operated in and out of them are oper- 
ated by private enterprise. I could be wrong on that, but that is my 
understanding of it. 

Mr. Harris. If that is true, article 13 has this language, and I won- 
der why: 

The Port of New York Authority may petition any Interstate Commerce 
Commission or like body, public service commission, public utilities commis- 
sion or like body, or any other Federal, municipal, local or State body, admin- 
istrative, judicial, or legislative, for the adoption and execution of any physical 
improvement, change in method, rate of transportation, system of handling 
freight, which, in the opinion of the Port Authority may be designed to improve 
or better the handling of commerce in and through said district or improve ter- 
minal and transportation facilities therein. 

Mr. Mircuett. I am trying to conceive of what those regulations 
would apply to. I know that they do have a freight terminal which 
they have opened on the west side of Manhattan and which has been 
running at a very, very substantial loss each and every year, but 
whether this would have anything to do with it or not, I cannot say. 
I will say that the port authority is not dependent upon its operations 
which would be under the supervision of the agencies that you have 
mentioned for the collection of sufficient funds to take care of its 
overall debt service requirements and other charges. 

Mr. Harris. I had the impression that the transportation rates of 
the New York Port Authority was subject to regulatory control of the 
Interstate Commerce Commission. If it had worked out all right 
there, I wonder why it might not be a good precedent for permitting 
the District Public Utilities Commission and the Interstate Commerce 
Commission to have the same authority here. Well, we have been 
over that time and time again. I know what your views are. We 
want to thank you for your presentation, and I, too, want to join 
other members of this committee in complimenting you highly. I 
might say this, I feel sure that other members have the same feeling 
as I do, that Blyth & Co. knew where to go to get a man who knew his 
business, in sending someone down here to help us with this problem. 

We want to thank you for your excellent presentation. 

Mr. O’Hara. May I ask one question of Mr. Mitchell before he goes, 
Mr. Chairman? 

Mr. Harris. Mr. O’Hara. 

Mr. O’Hara. Mr. Mitchell, as I gather from your testimony on the 
legislation, many of the things that would be ordinarily spelled out 
for the operation of this Authority are going to be contained in a 
trust agreement between the Authority and the trustees. Of course, I 
am sure that those provisions will all look toward the interest of the 
bondholders in this matter. I wondered if you could submit to us for 
consideration the usual form of trust agreement that is entered into 
between the Authority and the trustees. 

Mr. Mircuett. I would be glad to. 

I would point out, Mr. Congressman, that this trust document is the 
document of the Authority. It is not the document of the bond buyer 
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or the bondholder. The Authority is the one that creates it, puts it 
together, and determines its terms. 

ao O'Hana. But it will be drawn by you or someone of similar 
ability 

Mr. Mitcuety. I would not recommend that, unless the Authority 
were to change over and retain me. I believe that the trust indenture 
ought to be drawn by the counsel for the Authority. Of course, if 
it 1s a negotiated transaction for the purchase of bonds, I am sure, 
there will be many conferences and discussions on it. I can state most 
sincerely that you will find that what is in the interest of the bond- 
holder is equally in the interest of the Authority, because the net result 
that wants to be be accomplished is the operation of an efficient system 
to produce adequate revenues to provide service. You cannot get 
fares unless you have service. In the long run, their interests are 
commensurate and run along parallel lines. As to the form of docu- 
ment to be used, there has been no standard form with respect to 
transit. 

The documents used in Cleveland and Chicago, I am sure, can be 
made available to you. In fact, I believe the officers in the District 
have them here. If not, I am sure the Blyth & Co. people will be glad 
to see that you get them. 

Mr. O’Hara. I would be curious personally to see one of those. 

Mr. Mircuett. Yes. 

Mr. Harris. Very well. You may provide those for us. 

Again let me thank you for your statement. We are sorry to have 
detained you so long. 

Mr. MircuHetu. Yes, sir. 

Mr. Harris. May we ask Mr. Broadwater to come back to the 
witness stand ? 


STATEMENT OF J. A. B. BROADWATER, PRESIDENT, CAPITAL 
TRANSIT CO., WASHINGTON, D. C.—Resumed 


Mr. Harris. Mr. Broadwater, you completed your statement yester- 
day when we suggested that, in view of the circumstances, you step 
aside so that these other gentlemen could present their testimony. 
You had advised this committee of information contained in your 
statement and your recommendations. You told us about the solvin 
of the difficulty you had in connection with the strike last year, an 
it seems that it was agreed by most everyone that the Capital Transit 
Co.’s service was adequate and efficient. You told us how it is now 
operating as good or better than any other of the major cities of the 
United tates, and is debt-free. 

I got the impression that you are getting along very well. 

May I ask you this question: Are you in a position, as president 
of the company, representing the stockholders and your board, to 
state whether or not Capital Transit Co. would agree to continue 
the operation under the present franchise if the Congress acted to 
cite! the termination of the franchise which it enacted last year? 


Mr. Broapwater. Of course, you know, Mr. Chairman, and mem- 
bers of the committee, I could not, of my own responsibility, make 
any such decision. It would be a matter that would require discussion 
among the board of directors, and the advice of counsel, and sub- 
mission to the stockholders of the transit company for their decision 
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So I think I would not be qualified to answer that question offhand. 

Mr. Harris. How long would it take you to get into a position to 
answer the question ? 

Mr. Broapwarer. Mr. Chairman, if I understood the question cor- 
rectly, you said under the same conditions that now exist. May I 
ask just what that encompasses? 

Mr. Harris. You know what the conditions are; I do not. 

Mr. Broapwater. Of course, the conditions now, as I understand 
it, under the present way we are operating, expires August 15. We 
are now operating under a fare structure that was fixed by the 
District Commissioners. That authority expires August 14. 

Then I assume, if that franchise cancellation law was revoked, 
that we would be back under the Public Utilities Commission. I 
assume that is what would happen. I do not know. 

Mr. Harris. Of course, you Fk the Congress would have to take 
action. 

Mr. Broapwarter. Yes, sir. 

Mr. Harris. No doubt it would be necessary to put it back under 
the usual jurisdiction of the Public Utilities Commission. 

Mr. Broapwarter. Very broadly, Mr. Chairman, I would say my 
personal position would be that if this franchise law was repealed 
and we went back to the same situation that existed prior to its 
revocation, my personal opinion would be that I would not be in 
favor of continuing. I would like to tell you why, if I may. 

For a period of something over 6 years, this company has not been 
permitted to earn a reasonable or fair rate of return. You do not 
have to take my statement for that, Mr. Chairman. The statement 
is supported by the former chairman of the Public Utilities Com- 
mission, Mr. Robert McLaughlin, when he testified before the Senate 
committee in this manner, and this is exactly what he said before 
the committee. 

Mr. Harris. When? 

Mr. Broapwater. On page 754 of the testimony of the transcript 
before the Payne committee on January 4, 1954, this is Mr. McLaugh- 
lin speaking: 

It will be observed that the company has not, in any postwar year, even when 
adjusted to give full effect to the tax refund related to accelerated depreciation, 
earned the fair rate of return allowed by the Public Utilities Commission. 
That is Mr. McLaughlin’s testimony. That is a fact, Mr. Chairman. 
The situation has gotten to the point where this company was not per- 
mitted to earn a reasonable rate of return, or a fair rate of return. 

For my part, obviously, I would have no disposition to get back into 
the position where you work your heart out and earn nothing, rela- 
tively speaking. That has been going on for 6 years, to my personal 
knowledge. 

The record further substantiates the fact, Mr. Chairman, that since 
1933, when this company was merged, it has never earned on the 
average a fair rate of return that was fixed by the Public Utilities 
Commission. 

That is the record, Mr. Chairman. 

So when you ask me whether or not this company under present 
conditions, under the present tax rate, under the present taxes that we 
pay to the District of Columbia, whether or not we would be willing 
to go back into the business, speaking for myself, my answer is “No.” 
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Mr. Harris. I would suppose that your recommendation would be 
quite influential to your board of directors, undoubtedly, your stock- 
holders. 

(Of course, you know that you could not obtain a franchise to operate 
the,system.as is without being under the control and supervision of 
some kind of regulatory authority ? 

Mr. Broapwater. I naturally assume that that is so. 

Mr. Harris. If you were not under the Public Utilities Commission 
of the District, where would you go? 

Mr. Broapwarter. Mr. Chairman, I do not know where you would 
go. I am merely pointing out to you my views on this situation. I 
would like to add this to it: I think if we had had some sympathetic 
understanding of the problems involved in this situation, and this 
company had been permitted to earn not what we thought was fair, 
Mr. Chairman, but what the Public Utilities Commission said was 
fair, had we been permitted to even earn that, all of us, including 
members of this committee of Congress, would not now be involved 
in this problem that we are here concerned with. 

Mr. Harris. Of course, that does not help us any, though, with our 
facing the problem. 

Mr. Broapwater. It does not help me, either. I want to correct you, 
Mr. Chairman, if I may, or at least add something to it. 

I was referring to your comment about my recommendations. I 
would like to say to you that the board acts independently in action 
for each individual member. They do not have to take my recom- 
mendation. They do not have to be guided by my recommendation. 
I have to be guided by what they do. 

Mr. Harris. I like your modesty, and I appreciate it. 

I did not want to usurp the time of the committee. 

Mr. Williams? 

Mr. Wuuiams. Mr. Broadwater, in your testimony of yesterday, on 
page 2, you make this statement, and I quote, referring to the transit 
situation here: 

If you reflect on the events, you will find it was solved in exactly the same man- 
ner we publicly suggested it could be solved approximately 6 months before the 
strike took place. We suggested then that if we had received a fare increase we 
would have been able to reach an agreement with labor. The backs of the Com- 
missioners were turned upon this proposal. 

A day or so prior to your testimony the Chairman of the Public 
Utilities Commission testified that you had made no application for a 
fare increase based on the premise that you would have to increase 


va 
ad you requested the Public Utilities Commission to grant you a 
fare increase in order that you could meet the anticipated increase in 
wages that would be demanded by labor in its next contract ? 

Mr. Broapwater. Mr. Williams, would you permit me to give you 
just a little background ? 

Mr. Wir11aMs. I would like very much for you to do so. 

Mr. Broapwater. This is the background leading up to that. 

During the year 1954 we were in quite a hassle with the Public Utili- 
ties Commisson about matters. In August 1954, in order to compose 
our differences and meet the wishes of the Commission after several 
meetings we had what I thought was a complete understanding and we 


74323-—56——_17 








252 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


reduced to writing 10 specific things which we were to do in order to 
eliminate the hassling and get on about our business. 

It was considered more or less on my part, at least, and the other rep- 
resentatives of the transit company who were participating in the dis- 
cussion, kind of like smoking the pipe of peace. 

One of those conditions that was agreed upon—and this was in 
August 1954, and at that time we were making preparations to file an 
application for an increase in fares—one of the conditions of this un- 
derstanding which was reduced to writing, was No. 5. No. 5 said this: 

ae company will not file any application for a rate increase prior to January 
1955. 
We, of course, observed all of the understandings that we had. 

In the early part of January 1955, and after having performed to 
the best of our ability the other nine items listed in the memorandum 
of understanding, we called on the Public Utilities Commission on 
January 25, 1955, at 2:30 in the afternoon. We told them we were 
getting ready to file an application for a rate increase. 

Much to my surprise, we were told that it was not the proper time 
to file the application. 

We pointed out to them that we had had a complete understanding 
with them the previous August that we would not file before Jan- 
uary—this was the latter part of January—and we were down there 
for the purpose of informing them that within a few days an applica- 
tion would be filed on behalf of the Capital Transit Co. We deferred 
to their wishes at that time and did not file any application at that 
time. There was a lot of discussion about it. 

They did not think the time was appropriate, notwithstanding the 
fact that we were certainly not earning anything like what their previ- 
ous rate order said was a fair rate of return. 

We were pointing out to them in January, that July 1 our labor 
contract was going to expire, and that we know, or had reason to be- 
lieve, quite naturally, that labor would want more money and the com- 
pany was not in the position to meet the labor demands. 

We informed them that we had great concern of the possibility of 
a strike here on July 1 unless we had some funds with which we could 
negotiate with labor as to a settlement of increase in their wages. 

I met with them again on February 14, reviewing the same thing. 

Their position was that it was not the proper time to file an appli- 
cation. I pointed out to them that July 1 was getting nearer and 
nearer all the time, but we did not reach any understanding at that 
time. 

I contacted them again on March 3, and we went over the same situa- 
tion. The thing began to get kind of critical, so far as we were con- 
cerned, knowing what was going to happen on July 1—unless we had 
some additional revenue, that we would probably be in a very dis- 
astrous strike. 

By official action of the board of directors of Capital Transit Co. a 
special committee of the board was appointed, and that board’s special 
committee on March 31, 1935, called on the Public Utilities Commis- 
sion and reviewed the situation with them as to the possibility of get- 
ting some action on an increase in fares. 

At that time we were asking them to permit us to increase the token 
rate from 16 to 18 cents, thinking perhaps that that would give us some 
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money, at least, to do some dealing with labor on a reasonable basis. 

The committee of the board of directors, on March 31, after they met 
with them, accomplished nothing. Later on, on May 5, another com- 
mittee from the board was appointed, and they interviewed the Pub- 
lic Utilities Commission, each time pointing out to them the serious- 
ness of the situation. It was then fast approaching July 1. That con- 
tact was made with them at 3 p. m. on May 5, 1955, by a special com- 
mittee of the board. The results of that meeting, from our point of 
view, were not very satisfactory. 

On May 8, Mr. McLaughlin telephoned me, and this is what he 
said: He spoke to me on the telephone and said this: He informed me 
that he though it’ was only fair to tell us that the company could ex- 
pect no immediate increase in fares upon the filing of an application 
for change in the present rates. He stated that the Commission no 
doubt would suspend the schedule and proceed to have a full hearing 
on the matter. He stated again that the question of whether the com- 
pany filed or did not file was a management decision and that any 
action the company took to file would receive the consideration of the 

Jommission in the light of the prevailing circumstances then existing. 

That was the action that was taken by the officials of the Capital 
Transit Co. in order to avoid the hiatus that developed here on July 1. 

There has been quite a discussion as to the fact that the Public 
Utilities Commission did not have the authority to give Capital Transit 
Co. an increase in fares without a full-fledged extended hearing. 

I dispute that, Mr. Chairman. The law is rather specific on that. 
In order to have available for you, in case you care to look at it, a 
thought on this, back as long ago as June 16, 1952, I asked the counsel 
for the transit company to give me a written opinion as to whether or 
not, when Capital Transit Co. filed an application for an increase in 
fares, the Commission could legally permit that application to go into 
effect within 10 days. His opinion supports that position, that upon 
the filing of a new schedule for new rates, the new rates may go into 
effect within 10 days unless suspended by action of the Public Utilities 
Commission. 

I have copies of this official opinion as given by the company’s 
counsel on that score. 

Mr. Wuu1aMs. Was there a precedent for granting you an increase 
without a hearing? 

Mr. Broapwater. No, sir; no increase in fares to my knowledge 
has ever been granted until after the completion of the full scale rate 
hearings. I think that is one of the unfortunate situations here. 

The Commission, as I understand it, and counsel for the Commission, 
take the opposite view, that they have to have a full scale hearing be- 
fore they can do that. 

Mr. Witu1aMs. How long does that hearing take ? 

Mr. Broapwarter. Mr. Williams, some of them have taken as long 
asa year. The last rate case we had, I think took about 8 months, I 
believe, or somewhere in that range. But the point that I was arguing 
with the Commission about at that time was that we were in an emer- 
gency situation, and something had to be done. They knew we were 
not earning any excessive rate of return, and they knew we were not 
even earning a fair rate of return. They have our statistics almost 
as quickly as I do. They have an auditor stationed in our plant on 
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a permanent basis, and he knows what we make as quickly as I do 
or at least within a day or 2 days time. 

There seemed to be a little bit of inconsistency in the testimony of 
the present Chairman of the Public Utilities Commission when he 
was on the stand. As I recall, he testified that they could give us an 
increase for the increased cost ‘of labor if they knew what it was. It 
seemed to me if they could give us an increase in wages for increased 
labor, they could give increased fares for other purposes also. I was 
a little bit perturbed. It looked to me like their position was not 
exactly consistent. However, that is a matter for them to determine. 

I think I should point out to you, Mr. Chairman, and Mr. Williams, 
in answer to your quesiton, that the present Chairman of the Public 
Utilities Commission was not then in office. The Chairman of the 
Public Utilities Commission who was then in office and was, I believe, 
until June of 1955, was Mr. McLaughlin. So my dealings with this 
particular subject were at the time that Mr. McLaughlin was Chair- 
man of the Public Utilities Commission. 

That brings us down to the reason, Mr. Williams, as to why, on 
July 1, Capital Transit Co. was not in a position to make any monetary 
offer to the union to forego a strike. 

Mr. Wittiams. When did your negotiations begin with the union ? 

Mr. Broapwarter. The negotiations began around the Ist of May, 
as I recall it. 

Mr. Wiiu1AMs. Did you have conferences with the Public Utilities 
Commission after that time / 

Mr. Broapwater. Yes, sir. 

Mr. Witu1aMs. Did you inform them in those conferences that you 
needed this rate increase in order to meet the expected increase in the 
cost of labor ? 

Mr. Broapwarer. Yes, sir. We met with them continuously, fre- 
quently, I will say, as I recited in the first part of my statement, the 
dates and times that we met with them, up to July 1. 

Mr. Wit11amMs. Mr. Broadwater, on page 3 of your statement you 
say this: “The Commissioners’ great complaint was that they dis- 
agreed with the financial policies of the company. 

“Would you explain that statement, please, sir, and tell us what you 
mean by that? 

Mr. Broapwarer. That is what Commissioner Spencer testified to 
before one of the committees of Congress during the hearings on the 
question of the cancellation of the franchise last year. 

Mr. WisiaMs. In what way did he disagree with the financial 
policies of the company ? 

Mr. Broapwater. Mr. Williams, I think their main complaint was, 
in sum and substance, that they thought we were paying out too much 
in dividends. I think that was the basic complaint that they had. 

Mr. Wuu11Ms. Is that the policy that they disagreed with ? 

Mr. Broapwarer. That is my understanding, yes, sir. 

Mr. Wiutaiams. Was that in the distribution or the paying out of 
accumulated dividends ? 

Mr. Broapwater. It was paying out dividends from accumulated 
earnings. Mr. Williams, may I interrupt you and read you the exact 
language of Mr. Spencer before the committee ? 

Mr. WiuutaAMs. Yes,sir. Go ahead. 
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Mr. Broapwarer. This was on July 25, 1955, transcript page 34 
before the House Committee on the District of Columbia. This is 
what Mr. Spencer said in reply to a question from the chairman. The 
chairman asked him: 

I understood you to say some time ago that the service of the Capital Transit 
Co. had been satisfactory. 

Mr. Spencer. That, I think, is so. There are people who can testify to that 
better that I can. I think there may be some question as to whether their 
placement program for their buses has been kept up to the full extent that it 
should be in the past year or two, but by and large, their maintenance, as I 
understand it, has been very good, and their service on the whole has been satis- 
factory. It is their financial policy that we feel has not been in accord with the 
public interest required by a public utility monopoly franchise. 

That is Mr. Spencer’s statement before the House committee. 

Mr. Wiu1AMs. You take the position, I presume, that it is not a 
matter of concern to Mr. Spencer how you handle your business, so 
long as you meet your obligations under your franchise ? 

Mr. Broapwater. Fundamentally and unquestionably that is our 
postion. 

Mr. Witiiams. And I believe, also, that according to Mr. Spencer, 
you were discharging those obligations under your franchise appar- 
ently very satisfactorily. 

On page 7 of your statement, you indicate that piecemeal condemna- 
tion of your personal property will penalize 2,500 stockholders of the 
Capital Transit Co. “in order to satisfy the desire to punish one 
individual.” 

I think most of us know who that individual is. We know from 
press reports. 

Would you tell us just where this gentleman enters the picture and 
what he had to do with this matter, if anything? 

Mr. Broapwarer. Well, by and large, “Mr. Congressman, I think 
he has been unjustly accused because he did not have very much to do 
with it, if you want to know the truth of the matter. The financial 
policy of Capital Transit Co. is established by its board of directors. 
Mr. Wolfson is chairman of the board, and is only one member of that 
board. Contrary to the general thinking the financial policy, the 
dividend policy, and all policy matters are established by the full board 
of 15 indiv nals 

Mr. WrtuiaMs. Fifteen directors ? 

Mr. Broapwarter. Fifteen directors; yes, sir. 

One pertinent fact in connection with that, Mr. Williams 

Mr. Witu1aMs. I understand that Mr. Wolfson is one of those direc- 
tors and, as such, he has 1 of the 15 votes? 

Mr. Broapwarter. That is correct, yes, sir. Incidentally, in con- 
nection with that, Mr. Chairman, this general understanding that we 
thought we had with the Public Utilities Commission in August 
1954, where we had settled all of our problems with them, that memo- 
randum of understanding required us to appoint what they considered 
outstanding local members to the board of directors. We did that. 
We obtained the resignation of 3 or 4 of the members of the board, and 
we appointed Hon. Joseph Donohue, who was the former President 
of the Board of Commissioners. We appointed Admiral Oswald 
Colclough, who is dean of the George Washington University. We ap- 
pointed Lt. Gen. W. H. Morris, Jr., ‘to the board. 
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Strange as it may seem, each of those three so-called local outstand- 
ing public directors have agreed in each individual instance since 
they went on that board with everything that we have done from that 
day down to this. Some of them were members of this committee, these 
two committees that.called on the District Commissioners between the 
period of January 1955 and July 1, 1955, laying out to them the picture 
as they saw it, being disinterested, more or less, public directors of the 
Capital Transit Co. 

Mr. Harris. Would the gentleman yield for clarification? 

Mr. Wiuui1aMs. Yes. 

Mr. Harris. You do not intend to imply, Mr. Broadwater, that Mr. 
Donohue was a member of your board at the time he was a member 
of the District Commissioners ¢ 

Mr. Broapwater. Not at all. 

Mr. Harris. I thought the record should be clear. 

Mr. Broapwater. No, sir; he had resigned. 

Mr. Hrnsuaw. Mr. Chairman, may I ask a question on that point ? 

Mr. WituraMs. Yes. 

Mr. Hinsuaw. I would like to know whether the voting for di- 
rectors is cumulative or not. 

Mr. Broapwater. No, sir; we do not have that. 

Mr. Hrnsuaw. It isa straight vote ? 

Mr. Broapwater. Yes, sir. 

Mr. Wuu1ams. Mr. Broadwater, on page 8 of your statement, in 
connection with the value of the Capital Transit Co., you state this, 
and I quote: 

And you must remember that the book value of the Capital Transit Co. is 

arrived at after conclusive findings of the Public Utilities Commission, and for 
ratemaking purposes is in the neighborhood of $19 million. 
I believe the other day the Chairman of the Public Utilities Commis- 
sion stated, and correct me if I am wrong, that the Public Utilities 
Commission has never agreed on any set amount as the book value of 
the Capital Transit Co. 

Mr. Broapwater. I think the Chairman 

Mr. Wuu1aMs. If I am quoting him correctly, and he is in the 
audience, somebody is in error—either you or the Public Utilties Com- 
mission—as to whether or not a definite book value has been placed 
on the assets of the Capital Transit Co. 

Mr. Broapwater. I think the Chairman is mistaken, Mr. Williams. 
As you understand, we have to keep our books exactly as the Public 
Utilities Commission directs us to keep them. They dictate the ac- 
counting policies of the Capital Transit Co. The figures on our books 
represent original cost of our property, some of which was acquired 
as long ago as 1895, original cost, less depreciation. 

We did have on our books other values in there which the Commis- 
sion required us to write out of the books. So I say that the values 
that are on our books represent original cost at the time the property 
was purchased, regardless of when it was purchased. 

Mr. Hinsuaw. Did you say the values represent original cost ? 

Mr. BroapwatTer. Yes, sir. 

Mr. Hrinsuaw. Original cost less depreciation ? 

Mr. Broapwater. Original cost less depreciation. 

Mr. Hinsnaw. Where do you carry depreciation accounts ? 
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Mr. Broapwarter. As a credit to reserve on the right side of the 
balance sheet. 

Mr. Hinpsuaw. Is it carried in cash or securities ? 

Mr. Broapwater. Not in either one. 

Mr. HinpsHaw. What is it carried in? 

Mr. Broapwater. It is just an indication of the value of the prop- 
erty that has been consumed in the furnishing of public service. 

Mr. Hinsuaw. That is subject to examination, then, at that rate, 
to find out where the depreciation accounts are so far as the stock- 
holders’ equity is concerned. Sometimes those accounts are reinvested 
in capital assets and sometimes they are not. 

Mr. Broapwarter. That is quite true. The same thing applies to the 
Capital Transit Co. I would like to point out to you, if I may, that the 
depreciation that Capital Transit Co. writes into its accounts is a 
depreciation that is tixed by order of the Public Utilities Commission. 

Mr. Hinsuaw. That isthe depreciation rate? 

Mr. Broapwater. Right. 

Mr. Hrnswaw. How much cash did the book value conclude was 
used and useful in the public service in the Capital Transit Co? Ex- 
cuse me for interrupting. 

Mr. Broapwater. The book value, did you say ? 

Mr. Hinsuaw. How much cash was denominated or declared by the 
Utilities Commission to be used and useful in the public service to be 
a part of the rate base ? 

Mr. Broapwarter. I do not believe I understand your question, Mr. 
Hinshaw. 

Mr. Hrnsuaw. Every concern has to have a working capital. 

Mr. Broapwarer. That is right; yes, sir. 

Mr. Hinsuaw. And of the amount of cash in the concern there is a 
certain amount of cash that can be used in determining the rate base. 

Mr. Broapwarter. No, sir. The Public Utilities Commission does 
not permit us to include any cash at all in the rate base. 

Mr. Hinsnaw. That is all. 

Mr. Wiuutams. Mr. Broadwater, I have one or two more questions, 
and then I am going to pass. 

You stated that you had requested the Public Utilities Commission 
to grant you an increase in the token fares from 16 to 18 cents. 

First I will ask you what the price of the token is now. 

Mr. Broapwarer. Nineteen cents. 

Mr. Wittiams. Had the Public Utilities Commission granted you 
the increase from 16 to 18 cents, as you had requested, is it your feeling 
now that you would have been able to work out an agreement with 
the union and so avoided the strike ? 

Mr. Broapwater. That was my opinion, Mr. Williams, that we 
could have worked it out. 

I want to make it perfectly clear, we did not ask for that increase 
officially, by a formal petition to the Commission. You understand 
how these situations work. We went down and talked to them in- 
formally, before we filed any application, and we were discouraged 
from filing with the Commission. As a matter of fact, I read to you 
Mr. McLaughlin’s statement to me as to what the Commission would 
do with the petition if we filed it. Obviously, if they are not going 
to do anything with it, there is not any sense in filing it. But you 
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have to work along in a cooperative way before you get anywhere. 
We were asking them to consider accepting from us at that time a 
petition increasing the token fare from 16 to 18 cents so we would 
have some money to settle with labor on July 1. 

Mr. Wit.1amMs. You mentioned in your statement, I believe, that 
you did not support the Public Transit Authority idea, although you 
made several suggestions for changing the approach to the public 
transit idea. Do you believe that even now a private concern can 
be found which would be willing to come in here and take over this 
transit system and operate it ? 

Mr. Broapwater. No, sir, I do not believe you can. I did not believe 
so last August and we told them on the record they could not find one. 
The reason, the fundamental reason, why you do not find a flood of 
private capital flowing into Washington, and it is supported by the 
facts, that the Public Utilities Commission will not let a private con- 
cern, such as Transit Company, speaking specifically of Capital 
Transit Co., earn a fair return. 

In the face of the record since 1933 and specifically since 1946, I 
think private capital would be crazy to put money into Washington 
and expect to earn anything on it under the present setup of the Public 
Utilities Commission. 

I want to make it perfectly clear, I do not know how the present 
Chairman of the Public Utilities Commission will function. We have 
not had a formal application before him for action except the one 
filed on June 6. The reason we filed it then was that I just took the 
bull by the horns and said I was going to file it anyway, and if they 
did not do anything about it, there was nothing I could do about it. 
But I filed it on June 6. 

Mr. Witi1aMs. Was he informed of the basis of that request? Was 
he informed of the reasons why you felt that you should be granted 
that increase ? 

Mr. Broapwater. Yes, sir. 

Mr. Witur1aMs. That is, to wit, the anticipated increased cost of the 
new contract with the union ? 

Mr. Broapwater. That is right. All that went on, Mr. Williams, 
between January and July 1, 1955. That was the sum and substance 
of our purpose of being down there pointing out the seriousness which 
that situation was then getting into. . 

Mr. Wii1aMs. If I understand correctly, the Chairman of the 
Public Utilities Commission stated in his testimony the other day 
that no request was made by the Capital Transit Co. for a fare in- 
crease which was predicated on an anticipated increase in the cost 
of labor. 

Mr. Broapwater. Well, of course, Mr. Williams, you do not spell 
out in detail all the reasons for which you ask for a fare increase. The 

etition as actually filed did make specific reference to that, and this 
is what it says: ‘ 


As this Commission knows— 
and that is in the formal petition we filed— 


As this Commission knows, Transit has received from its union employees 
demands for substantial increases totaling several million dollars. These de- 
mands are not reflected in the net operating income and rate of return stated 
above. 
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That is the exact language in the formal petition which was filed on 
June 6, 1955. 

Mr. Wiuu1aMs. I believe I will now pass, Mr. Chairman. 

But first, permit me to correct my quotation of the Chairman of 
the Public Utilities Commission a few minutes ago, when I quoted 
hin with regard to the book value of the Capital Transit Co. I now 
have the transcript of that testimony. 

Mr. Flynt asked him a question : 

And that rate base upon the purposes for which the transit company operates 
is approximately $1914 million which you gave a while ago? 

The Chairman replied : 

That figure, you must remember, is the figure given by the company. I think 
it is fair to say, as I conceive it, the question of what shall be used as a rate base 


becomes a matter for the Public Utilities Commission to determine with all the 
factors before it. 


And then he goes further. 
Mr. Flynt asked him further: 
_Is the Publie Utilities Commission, as a body, satisfied with the $1942 million 
figure? 
The reply was: 


I don’t know that I can in fairness answer that, because the question of the 
testimony that was to be adduced to arrive at the correctness of that conclu- 
sion was never carried out. It was never concluded, so I don’t have before me 
the answers to what you say. 


Mr. Fiynt. In other words, the Public Utilities Commission has never ac- 
cepted or rejected that figure? 
And the answer : 

I think that is correct. 

[ wanted to clarify that for the record. 

Mr. Harris. Mr. Hinshaw. 

Mr. Hinsuaw. I have no questions. 

Mr. Harris, Mr. Flynt. 

Mr. Fiynt. Did you want to comment on that? 

Mr. Broapwater. Yes, sir; 1 wanted to answer the reading of the 
previous testimony, about the $1914 million. I think the chairman is 
technically correct because in the rate case that we had before them 
at that time, the Commission, as such, has not made any official de- 
termination. The facts are, however, that the executive accountant 
for the Publie Utilities Commission in his exhibit No. 24, which was 
in accord with the accountants for the Capital Transit Co.,. reached 
the agreement that the value of the property was $20,636,040. Of 
course, the Commission itself had not made an official determination 
of that. But that is the exhibit that the accountant for the Public 
Utilities Commission put in the record at the hearing that we had 
before the Commission. 

Mr. WiuuraMs. Is this not the situation: That today you are operat- 
ing exactly as you would had the Commission granted the increase 
that you requested, and had you been permitted to go ahead and 
negotiate a contract with the union, except for Public Law 389, which 
terminates your franchise ? 

Mr. Broapwarter. Yes, sir; had our request been granted, as I 
pointed out in my statement, in my judgment there would have been 
no strike occurring on this property. In our petition we asked for a 
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19-cent token and a 20-cent cash fare. We asked for the elimination 
of the weekly permit. 

_In the official decision which was made by the District Commis- 
sioners, they gave us 19-cent tokens and 20-cent cash, which was the 
same prior to the application, but they put the permit back into the 
fare structure at the rate of 90 cents plus 10 cents a ride. That was 
the only difference in what we asked for and what the District Com- 
missioners finally fixed. 

I believe you asked the other day, Mr. Williams, you or Mr. Flynt, 
or maybe some other Congressman, Mr. Spencer whether or not he 
had given any consideration to granting Capital Transit Co. the re- 
lief from the gross-receipts tax. As I recall, his answer was that 
they had not had an opportunity to consider that, or they had con- 
sidered it and reached no decision. I do not recall exactly. That 
was my understanding of what he said. 

The facts are that the Commission did reach a decision, and the 
decision on April 21, 1955, to give Capital Transit Co. relief from the 
gross-receipts tax was denied. I think perhaps the Commissioner 
forgot that. 

Mr. Fiynr. What was the date of that denial ? 

Mr. Broapwarter. This is April 21. The Public Utilities Com- 
mission recommended to the District Commissioners that Capital 
Transit Co. be relieved of that tax. The District Commissioners 
denied that request. That was April 20, 1955. 

Mr. Harris. Mr. Flynt? 

Mr. Fiynt. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hate. Mr. Broadwater, do you not think that if a private utility 


were exempted from the regulatory power of the Public Utilities Com- 
mission and the ICC it would be delighted to furnish this service here ? 
Mr. Broapwater. That they would like to run it? Is that what you 
asked me? 
Mr. Hare. You testified that you did not think any poet utility 


would want to furnish service in the District of Columbia on account 
of the fact that the Public Utilities Commission would not give them a 
living wage, so to speak. 

Under this bill under consideration, it is proposed to create an Au- 
thority that would not be regulated by the Public Utilities Commission. 

My question to you is whether a private utility, having a like exemp- 
tion would not be delighted to furnish service in the District. 

Mr. Broapwarter. I am speaking strictly of the Transit System, Mr. 
Hale. 

Mr. Harz. That is what I am talking about. 

Mr. Broapwater. I think it opens up some very interesting proposi- 
tions. I will tell you my personal opinion is, if such were true, I 
think you would have a deluge of private capital in here. I do not 
think it should go that far, if you want my personal views on it. I think 
any so-called public utility, even transit, should be prevented from 
earning an excessive rate of return. But I think any regulatory an- 
thority should be limited to taking the money away from them if they 
earn more than 7 or 714 percent. 

Mr. Harz. You believe in recapture ? 

Mr. Broapwater. That is right. I am terribly sorry that Mr. 
McLaughlin did not have that view when he was on the Public Utilities 
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Commission. I notice Mr. McLaughlin says he thinks a 10 percent 
return is fair for the transit system in Washington. As long as he was 
on the Public Utilities Commission I don’t recall him saying anything 
more than about 614 or 614 or maybe 634. 

Mr. Wii1ams. What was your average return, Mr. Broadwater, 
during the postwar years, from 1945 on ? 

Mr. Broapwatrer. We have made, on the average in the postwar 
years—I do not have that before me, but last year we made about 314 
percent, and the year before that we made about 4 percent. 

Mr. Witu1Ams. What was the highest percentage that you made in 
any of the postwar years? 

Mr. Broapwarter. The highest percent that we have made since I 
have been in here has been about 5.1 percent, which I think was in 1952, 
I believe. I am giving you that from memory. I do not have it spe- 
cifically. I think that is approximately correct. 

Mr. Witutams. Where did all these accumulated dividends come 
from? Was that from the war years? 

Mr. Broapwater. That came from earnings that had been made by 
the Transit Co. since it had been established in 1933. This company has 
a very substantial amount of unused earnings, even though their rate 
of return was very limited, because they did not pay the dividends out. 

I think one year they paid 50 cents and in another year they paid a 
dollar and a half. The maximum they ever paid was $2 a year. Of 
course, there were other revenues generated by the property, too. 

The amusement park that we had at Glen Echo, that generated quite 
a bit of income to the Capital Transit Co. over a period of years. 

Mr. Harris. Mr. Hale? 

Mr. Hate. I am not sure whether the record shows, Mr. Broadwater, 
but when did you become president ? 

Mr. Broapwarer. I believe it was in April 1951, Mr. Hale. In 
July of 1949, I was executive vice president—in October, I believe, 
1949, I was executive vice president, and I think when Mr. Merrill, 
who was the president when I came here retired in April 1951, I be- 
lieve that is the year I was elected president. 

Mr. Hatz. Did you come in at the same time as the Wolfson inter- 
ests, so-called ? 

Mr. Broapwater. Yes, sir. 

Mr. Harris. Wasthat 1949? 

Mr. Broapwater. Yes, sir. I testified that it was in September 
or October 1949. I don’t remember which. 

Mr. Hate. I though you said you became president in 1951. 

Mr. Broapwater. I did. I said I was executive vice president in 
1949. 

Mr. Hatz. And you became president in 1951 ? 

Mr. Broapwater. That is right. 

Mr. Hate. And during the intervening 2 years, who was president ? 

Mr. Broapwater. Mr. Merrill. 

Mr. Hatz. Was he a holdover from a previous administration ? 

Mr. Broapwater. Yes, sir; he had reached retirement age in 1951 
and he retired. 

Mr. Hinsuaw. Mr. Chairman? 

Mr. Harris. Mr. Hinshaw. 
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Mr. Hinsuaw. I would like to ask Mr. Broadwater whether or not 
the depreciation account of the Capital Transit Co. was invested in 
equipment or invested in something else. 

Mr. Broapwarter. Well, Mr. Hinshaw, there are no specific funds 
earmarked as depreciation itself. The funds that are generated are 
handled in a common bank account, and from those funds we meet 
operating expenses and buy equipment, and pay dividends and sal- 
aries, and things of that nature. 

Mr. Hinsuaw. What I am trying to get at is: You are allowed to 
charge a certain amount each year for depreciation. 

Mr. Broapwater. Yes, sir. 

Mr. Hinsnaw. You charge it off ? 

Mr. Broapwater. Yes, sir. 

Mr. Hinsuaw. I would take it that it is something on the order of 
714 percent, maybe, or 5 percent or 10 percent or 15 percent of the 
asset value. 

Mr. Broapwater. 4.3 percent. 

Mr. Hinsuaw. That is the net ? 

Mr. Broapwater. That is the rate we are permitted to charge. 
That is a composite rate, 4.3. 

Mr. Hinsnaw. That 4.3, is that charged against the real estate as 
well as the equipment ? 

Mr. Broapwater. Not real estate, but the depreciable assets used and 
useful in the public service. 

Mr. Hrinsuaw. Depreciable assets used and useful in the public 
service ? 

Mr. Broapwater. Yes, sir. 

Mr. Hinsuaw. And that amounts to about how much ? 

Mr. Broapwater. About one million three-quarters a year or 
$1,800,000, in that range. 

Mr. Hinsuaw. It has been mentioned that the Capital Transit Co. 
paid out considerable amounts in dividends over what would be con- 
sidered a normal rate of return from such an investment. How much 
were the dividends that were paid out? Or what was the rate? 

Mr. Broapwater. I don’t have the exact figures, Mr. Hinshaw. The 
dividends were at $2 a share, and then they were increased to $3 a share, 
and then they went to $4 a share. 

Mr. Harris. In what period of time was that ? 

Mr. Broapwater. Between January 1950 and down to April 1955, 
T believe. 

Mr. Hinsuaw. In the matter of change in the affairs of Capital 
Transit Company, PUC docket No. 3527/32, formal case No, 445, it 
states that— 

For the years 1950 to 1955, inclusive, depreciation allowed as an expense to 
Capital Transit aggregates approximately $13,111,930. Of this amount paid in 
by the transit riders, the company has spent through June 30, 1955, in gross 
additions to plant, only $4,978,610. The remainder of the cash generated by 
the depreciation account, $8,133,320, went principally for the improvident, costly, 
premature payment of low-interest, long-term debt. No business reason existed 
for the payment of this debt. It was paid off in 1954 at a heavy cost for bond 
premiums because its existence blocked the declaration of dividends to the 
extent of $3,150.000 of earned surplus. An undeterminable but substantial por- 
tion of the $8,133,320 went to the stockholders in dividends. 

Did you agree with that statement ? 

Mr. Broapwater. Absolutely not. 
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Mr. Hinsuaw. Can you supply a better statement than that ? 

Mr. Broapwarer. Yes, sir. 

Mr. Hinsnaw. That is what I have been asking for. 

Mr. Broapwarter. I do not have it before me, but I can give you 
the actual dollars in dividends we have paid out since 1949 down to 
the last dividend date. I don’t have it before me. 

Mr. Hinsuaw. Then it goes on to say : 

Concomitantly, the majority of the company’s 882 buses were becoming overage 
on any standards—264 will be over 14 years in service on January 1, 1956, and 
209 in the same condition on January 1, 1957. Necessary replacement of 213 
buses on January 1, 1956, would cost over $3,500,000, and an additional 209 buses 
on January 1, 1957, would cost approximately $3,900,000. Against these require- 
ments the company has made no provision. The capital budget of the company 
for 1954 was only $705,310, of which only $221,388 was actually spent—and 
this principally on improvements to buildings which enhance their value on 
liquidation. The capital budget for 1955 was in the amount of $233,370, of 
which only some $90,000 has bent spent. 

It goes on with an opinion that depreciation is a concept properly 
applicable to a going concern and the allowance of over $2 million in 
depreciation for 1955 as an expense chargeable against the transit 
riders is a perversion of the operating realities of the Capital Transit 
Co. 

Many blessings and crimes can be committed in the name of a depre- 
ciation account. I think that ought to be explained and explained in 
detail by the Capital Transit Co., because it is indeed an important 
charge against it. 

I would presume that the Capital Transit Co. in any such proceed- 
ings such as we are engaged in now would expect to get what they 
might consider to be a reasonable price for their equipment in a court. 
and, if so, that price will undoubtedly, in accordance with the figures 
that I have seen, create a very large capital gain. I mean if the 
depreciation account is a true account. I would just like to know 
what it is going to be. 

Mr. Broapwater. No. 1, Mr. Hinshaw, I would like to point out 
to you, on the allegation that our buses are overage, that the rate of 
depreciation on those buses is fixed by the Public Utilities Commission 
provides for a life of about 1414 years. That is the rate that they 
fixed for them, and they say they should last for 1414 years. 

Mr. Hinsuaw. That is, to be completely depreciated ? 

Mr. Broapwater. Yes, sir. 

Mr. Hinsnaw. So you run a good many of them practically to 
complete depreciation ? 

Mr. Broapwater. That is right. My view on that is that deprecia- 
tion should be no longer than 10 years, That is the rate that is allowed 
by the Internal Revenue Department, and they are pretty tough 
cookies when you are talking about taking deductions for tax purposes. 
That is the rate they put on them, 10 years. The Public Utilities 
Commission says they stay in service for 1414 years, approximately. 
As to the disposition of the funds that may be created by the deprecia- 
tion reserve, we have supplied all of the equipment that is necessary 
to furnish the service here in Washington, At one time, we asked 
specific permission to buy 100 more buses, but the good folks in 
Georgetown did not like the size of those buses, and the District Com- 
missioners would not let.us use them. Consequently, I am not going to 
put $2 million in buses unless I can use them in furnishing service. 
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However, I know under the Commission’s projected plan of furnishing 
transportation here, they are going to give the Georgetown folks some 
diesel buses of 51 passengers, the same that I was asking the Commis- 
sion to approve 2 years ago. 

My theory on the depreciation, Mr. Hinshaw, is that that is a return 
to the investors of their capital that they put out in the first place, 
and there is no specific requirement that because you generate $214 
million of depreciation you have to go out and spend it in additional 
equipment unless it is needed. The records on the case at January 31, 
1956, showed the total cost of our property, at original cost, was 
$47,806,877. 

The total depreciation that had been accumulated on that value was 
$28,258,000. I think the ratio in there is probably greater than any 
depreciation reserve of any transit system in America. In connection 
with that depreciation, there is a rather interesting subject on that, 
Mr. Hinshaw, I think you would be interested in. 

In July 1953, we were using a composite depreciation rate of 4.9 
percent. The Public Utilities Commission, by official order, said that 
we were taking too much depreciation, taking it too fast, so they 
issued an order requiring us to reduce the charge on a composite basis 
to 4.3 percent. About 6 months later they did an about face and said 
we were $2,400,000 short in our depreciation reserve, within a period 
of about 6 months. 

My point is that if our depreciation was deficient on July 1, 1953, we 
should not have been ordered to reduce the rate. If it was deficient, 
then we should have been. But it is an impossibility to generate a 
deficiency of $2,400,000 in the depreciation reserve of between July 1, 
1953, and about 6 months later. The reason that was done, if you will 
permit me to say so, is that it served the particular purpose of the 
Commission at that time. There is not anything factual about it. 

Mr. Hinsuaw. Mr. Broadwater, I cannot dispute with you figures 
that I have not made or analyzed myself. But, on the other hand, 
the figures which I have before me indicate that Capital Transit Co. 
has taken depreciation in 1946, $2,615,000, and in 1947, $2,254,000, 
and so forth,.and it is better than $2 million right down through 1954. 
For the first 6 months of 1955 it was $1,015,000. The total of that 
adds up to something like $22 million and a half or the total value 
of the assets. You say they come to 4.3 or 4.9 percent? 

Mr. Broapwater. No, sir, that does not come to the total value of 
the assets. The total value of the assets is $47,806,000. 

Mr. HrnsHaw. Who says so? 

Mr. Broapwater. That is the original cost that is on the books. 

Mr. Hinsnaw. You do not take the original cost as the value of 
the assets, my friend. You take original cost less depreciation. That 
figure is the cost that has come down since 1933, and we will have 
to take it exclusive of the realty. 

Mr. Broapwater. Either I am not understanding you or you are 
not understanding me, one or the other. I do not know which. 

Mr. Hrnsuaw. I sure do not understand you. 

Mr. Broapwater. We do not depreciate our property on a declining 
balance. We depreciate on the original cost basis, and the total 
depreciation since 1933 has been $28,582,000, leaving a net book value 
less depreciation, at January 31, 1956, of $19,224,000. This is after 
depreciation. 
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Mr. Hinsuaw. Absolutely, now, when we come down to cases, $2.3 
million or $2.4 million a year on a $25 million or $28 million valuation 
is around 10 percent, is it not? 

Mr. Broapwater. On that valuation, yes. 

Mr. Hinsuaw. If you subtract the realty from it, it is less than 
that. That is the present value of the property, you say. 

Mr. Broapwarer. The realty value in this original cost is about 
$1 million. 

Mr. Hinsuaw. Do you expect to get a fair return on $47 million 
or on $28 million? 

Mr. Broapwarer. I am not asking for any fair return on $28 or 
$47 million dollars either one. I am asking for a fair return—I am 
not asking for it, but that was the discussion that we had, that we 
should be permitted to earn a fair return on about $19.5 million. 

Mr. Hinsuaw. That is what I am concerned with here, because 
you said the value of the property was $28 million. When I said 
a1 million, you challenged me on it. You then said it was $47 
million. 

Mr. Broapwater. I said the original cost was $47 million. 

Mr. Hinsuaw. I am not interested in the original cost, except as 
it may enter historically into the question. I am interested in the 
value now. 

Mr. Broapwater. I tell you the book value now is $19,224,000. 

Mr. Hinsuaw. And yet you take depreciation at the rate of $2.3 
million a year, or so. 

Mr. Broapwater. Whatever it is. It is about that. 

Mr. Hrnsuaw. That certainly is more than 4.3 percent. 

Mr. Broapwatrr. That is on a declining balance, Mr. Hinshaw. 

Mr. Hinsuaw. Most of this property is in buses, is it not? 

Mr. Broapwater. No, sir. A substantial part of it is in buses; 
yes, sir. I guess about 50 percent of it. 

Mr. Hinsuaw. There is little point in trying to continue this, Mr. 
Chairman, at this time. I would say that that is past history, and 
something which on August 15 we will have to come up against in mak- 
ing a solution to this troublesome question. In the meantime, I think 
an appraisal of the assets would be very interesting to this committee 
if one has been made. Mr. Broadwater, has an appraisal been made? 

Mr. Broapwater. No, sir. 

Mr. Hinsuaw. That is, by anyone, either in the Commission or out- 
side the Commission ? 

Mr. Broapwarer. I heard yesterday that Mr. Spencer said, or Mr. 
Hayes, that they had made an engineering study. I do not know 
whether he said it was an evaluation study or not. 

Mr. Hinsuaw. Nearly every public utility that I know of has a 
regular appraisal made of the assets, and a regular redetermination of 
the depreciation rates, by the Public Utility Commission or some other 
agency that has charge of it. I know that in once working for a 
railroad, which I did many, many years ago—1915, I believe it was— 
we were engaged at that time in checking the appraisal of the Public 
Utilities Commission of the State of New York, in which that utility 
was domiciled. 

Mr. Broapwater. Mr. Hinshaw, those appraisals would be very 
valuable and vital, provided the regulatory body fixed your rates on 
the fair value of the property. But the position of the regulatory 
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body in this jurisdiction, they fix your rates on original cost less de- 
preciation, not on any appraisal value or fair value. 

Mr. Hinsuaw. That must have been to your interest, or you would 
have challenged it, I am sure. 

Mr. Broapwater. We did challenge it in 1947, I think, or 1948. 
But that is historically the situation. 

Mr. Hinsuaw. Where did you challenge it ? 

Mr. Broapwater. In some of the courts here in Washington. That 
was before my time. Their procedure is they fix it on original cost 
less depreciation, not appraised value or fair value or present-day 
going value. They do not use that. They have not in any case that 
I know of, have it in this jurisdiction. 

Mr. Hixsuaw. I will suspend, Mr. Chairman. 

Mr. Harris. Do you have some questions, Mr. Flynt ? 

Mr. Fiynrv. Yes, Mr. Chairman. 

Mr. Harrts. You may proceed. 

Mr. Fiynr. Mr. Broadwater, when we have flurries of snow that 
to some extent paralyzes the movement of traffic on the streets of 
Washington, have there been any instances in the past 6 years when 
the only mass transit vehicles in operation in the District of Columbia 
were streetcars ? 

Mr. Broapwater. I think we operated buses, too, Mr. Flynt. 

Mr. Fiynr. The bus operations have never been suspended so far 
as you know ? 

Mr. Broapwarer. So far as I know, no, sir. 

Mr. Friynt. You spoke awhile ago that certain employees of the 
Public Utilities Commission were assigned on duty in the offices of 
Capital Transit Co. 

Mr. Broapwater. Yes, sir. They have a permanent auditor in our 
plant. 

Mr. Fiynvr. A permanent auditor ? 

Mr. Broapwater. Yes, sir. 

Mr. Fiynrv. Is that customary or is it an unusual situation for that 
to exist ? 

Mr. Broapwater. There has been one there ever since I have been 
here, and it is my understanding that they have generally permanent 
auditors in the electric company’s offices and the gas company’s offices, 
too. I do not know that, but that is my understanding. 

Mr. Fiynt. For ratemaking purposes does that Commission audi- 
tor periodically review the assets which go to make up the rate base? 

Mr. Broapwarter. I think perhaps he assists the executive account- 
ant of the Public Utility Commission in doing that. 

Mr. Fiynrt. I also understood you awhile ago to say that the execu- 
tive accountant of the Public Utilities Commission has set a rate base 
figure of approximately $20,600,000 as compared with the figure 
which the company submits or approximately $19,200,000, did I not? 

Mr. Broapwater. Mr. Flynt, that was the exhibit that was put in, 
in the last rate case we had, by Mr, Falk, who is the executive account- 
ant of the Public Utilities "Commmiiaion.” and that exhibit showed that 
systemwide, less depreciation, at April 30, 1955, the value of Capital 
Transit Co.’s pr operty was $20,636,040, 

Mr. Fiynr. That is for rate-base urposes ¢ 

Mr. Broapwater. Yes. You anke rstand some of our property is 
allocated to Maryland by reason of the fact that we furnish service 
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in Maryland, so the Public Utility Commission deducts from that 
amount the amount that they determine is allocable to the District- 
At that same time, it showed that was $19,211,070. That is to the 
District. 

Mr. Fiynr. And those are District figures? 

Mr. Broapwater. Yes, sir. 

Mr. Harris. Mr. Rogers ? 

Mr. Rogers. Mr. Chairman, I apologize for having to leave, but I 
had other irons in the fire. 

Mr. Broadwater, of course I understand the publicity that was re- 
ceived by the Capital Transit Co., and, frankly, I am not interested in 
whether Mr. Wolfson is a financial wolf or a Sunday-school teacher. 
He might be either or he might be both. But that is beside the ques- 
tion. I do not think it concerns the problem we are confronted with. 
The thing that I am interested in is this, primarily: The manner in 
which the entire transaction came to the forefront might indicate in 
the minds of some that an attempt was being made to milk this cor- 
poration of everything that was available and then sell all of the old 
equipment to the public. 

Was there any thought in the minds of the board of directors or 
the people running this corporation at the time you took over to take 
what you could out of the corporation and then create a situation 
where the public would have to buy this equipment at the price that 
you had on your books ? 

Mr. Broapwater. Mr. Rogers, there has been absolutely no founda- 
tion or truth to that statement in any way, shape, or form. It has 
been our position since 1949, and it has been stated from every plat- 
form, public forum, that was available to us, that in our opinion 
public ownership was not the answer to this transit problem in Wash- 
ington. We have stated, and I personally stated as long ago as 1952, 
that the solution to this problem was that they should let the private 
operator earn a fair rate of return on the value of his property devoted 
to the public service. My position has further been that if they did 
not do that, they were going to someday come to the public ownership, 
and that day, in my mind, has just about arrived. The reason for it is, 
as I stated, is because this company has not been permitted to earn a 
fair rate of return. 

Mr. Rogers. Was it with that theory in mind that the actions of 
the board were taken with regard to the operation of the Capital 
Transit Co. to force the issue, to either make the Public Utilities Com- 
mission give you what you considered a fair rate of return or else take, 
as an alternative, public ownership ? 

Mr. Broapwater. I am sorry, I missed your question. 

Mr. Rogers. I mean this, Mr. Broadwater: Have your actions in 
the past several years been governed by vour intentions to bring this 
thing to a head, to force the issue of either public ownership or meet- 
ing your demands insofar as a fair return is concerned? 

Mr. Broapwater. Mr. Rogers, we have only pressed the point for 
6 years that we should be permitted to earn a fair return. You only 
have to look at the official records and the sworn testimony no later 
than last July, when we stated under oath that in our judgment public 
ownership was not the answer here in Washington. We stated on the 
record that we were opposed to it. We have consistently stated that 
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ever since we have been here. I state today that we are still opposed 
to public ownership. But as I see it, you have a situation here now 
where, in my opinion, nothing but public ownership is going to solve 
it, because after 6 months, or a little over 6 months, we do not have any 
private capital in here to take it over. 

You gentlemen have put us out of business, and we are the only ones 
that have private capital that are in here at the present time. 

Mr. Rogers. Mr. Broadwater, did you feel that your situation was 
such that the Public Utilities Commission was not going to permit 
you to make a fair return, and that this thing was ultimately going 
into public ownership and that vou should get rid of quite a few of 
your salable assets, such as Glen Echo. 

Mr. Broapwarter. Glen Echo, Mr. Rogers, has nothing in the world 
to do with earning a fair rate of return. Our position on that was that 
that was an operation that had no connection with the furnishing of 
public service to Washington. It had no part in our transit business 
setup. For that reason, we took it out of there. 

Mr. HrnsHaw. Would the gentleman yield a moment ? 

Mr. Rogers. Yes. 

Mr. Hinsuaw. Mr. Broadwater says a fair return, but he does not 
say a fair return on what. I would like to know whether he thinks 
it 1s a fair return on $47 million, $20 million, or $2814 million or what? 

Mr. Broapwarter. I am sorry I did not make my position clear. Our 
— is that we are entitled to a fair return on approximately $19.5 
million. 

Mr. Hinsnaw. And you consider a fair return on that is how much ? 

Mr. Broapwater. My personal opinion is that a fair return is 10 per- 
cent, but we have never asked for any rate of return higher than 7.5 
percent. The Commission has said many times that within the range 
of between 6.25 and 7.5 they would consider that a fair return. 

Mr. Rocers. With regard to the sale of Glen Echo, Glen Echo was 
disposed of and it was a profitable operation, was it not ? 

Mr. Broapwater. Yes, sir. 

Mr. Rocers. Your assets in so far as the operation of the Captial 
Transit Co. are concerned have been reduced more or less to the actual 
needs of operating the system, which you have a right to do as a cor- 
poration or individual. But you have reduced them to just the neces- 
saries to operate the transit system here; have you not? 

Mr. Broapwater. Yes, sir. Well, I still have some assets that are 
not devoted to this public service. 

Mr. Rocers. With regard to the situation as it presently stands, you 
are disturbed, and I think rightfully so, with regard to the provisions 
in this proposed bill giving a right of eminent domain to the new 
Authority to take whatever they want from you and to leave you with 
whatever they don’t want. If you had your choice, Mr. Broadwater, 
at. the present time, between renewal of the franchise you have been 
operating under or selling these assets in one block for your book 
value to a new authority. which would you choose to do? 

Mr. Broapwater. I think that is a little difficult for me to answer 
just on that premise. I do not know, Mr. Congressman, what the 
position would be. 

Mr. Rogers. What would be your personal views on it? How would 
you feel about it, Mr. Broadwater ? 
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Mr. Broapwarer. I feel this way, Mr. Rogers: I feel this company 
should be permitted to earn a fair return, that this company should re- 
main in private hands. I say it cannot remain in private hands until 
it is going to earn a fair return, and I say the history of this regulatory 
procedure since I have been here has been such that they have not 
permitted us to earn a fair return. I think it is fixed in their minds 
that they do not intend to let us earn a fair return, and, therefore, we 
have no interest in staying in here on that basis. 

Mr. Rogers. Then your answer would be, Mr. Broadwater, and I 
do not want to put words in your mouth, that if you had to operate 
it in the future under the same conditions that you have had to operate 
under in the past, you would prefer to sell the assets of the company to 
whoever wanted to take them at their book value and get out ? 

Mr. Broapwater. I sure would. This afternoon, too. 

Mr. Roeers. I could not ask for a more direct answer, and I ap- 
preciate it. There is one other thing I wish to ask about and that is 
concerning some talk that went around about the stock situation. As 
I remember your statement, you said that there were some twenty-five 
hundred stockholders in and around the metropolitan area that would 
be affected by this situation if this bill was passed, and if a public 
authority were set up. Has the number of stockholders in and around 
the metropolitan area increased measurably in the past few years or 
since Mr. Wolfson took it over? 

Mr. Broapwater. I think it has, Mr. Congressman. I do not have 
the exact figures, but I think we have now quite a few more stock- 
holders than were in existence in this area when we bought an inter- 
est in here in 1949. 

Mr. Rogers. Is the stock which was bought by new people made up 
of the stock that was sold by the Wolfson group after the dividends 
were paid? 

Mr. Broapwater. Mr. Rogers, I do not believe the Wolfson group 
has sold any stock. 

Mr. Rocers. I am sorry. I might have assumed a premise. I under- 
stood that the Wolfson group had reduced their stoke ownership meas- 
urably in the past few years, say. 

Mr. Broapwater. There have probably been some individual 
switches in there. I will give anexample. In 1949 I had 5,000 shares 
of the stock myself. I only hold 100 shares myself. But I sold the 
4,900 shares to Mr. Wolfson himself. There have been transactions of 
that nature. I think generally speaking the total holdings of the 
Wolfson group are probably about what they were in 1949. I do 
not have personal information on each one of the gentlemen that are 
involved, because I am not concerned with that. I am expressing an 
offhand opinion. 

Mr. Rogers. Then the increase in the number of stockholders would 
simply mean, just in the ordinary stock trading, that people who held 
large blocks had split them up and sold them, and that a number of 
people, thinking perhaps a fellow who knew how to operate a transit 
company and make money had gotten control, wanted to get a little 
stock and collect a few dividends. 

Mr. Broapwater. A lot of them got in there when we moved in here. 

Mr. Rocers. They will be a little disappointed, if they do not col- 
lect dividends, will they not ? 
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Mr. Broapwarter. I think my stockholders are pretty happy so far 
as dividends are concerned, but they are vitally concerned about the 
rovisions of this bill. According to the records, Mr. Chairman, 
{r. Wolfson himself a couple of months ago—it was reported in the 
press, and I assume they got the information from the regular forms 
that we have to file over at the SEC—acquired 12,000 shares within 
the last. 90 days or some time there, I believe. 

So, I say the holdings are probably not too far different now than 
what they were in 1949. In other words, instead of Lou Wolfson 
having 100,000 shares and Sam Wolfson having 50,000 shares, maybe 
it might be switched around. You see, there are several brothers in 
that group and they trade among themselves more or less loosely, as 
I might say. 

Mr. Rogers. Thank you, Mr. Broadwater. 

Mr. Harris. I think, Mr. Broadwater, it is about time to inject a 
little note of humor in this. To me, it was inevitable that we were 
going to run into some of this problem of having to wash some dirty 
linens in connection with this whole problem. That is one of the dis- 
tasteful things that go with it. I must confess that I am quite dis- 
appointed myself because of your statement yesterday of what a good 
system you had, what a fine group of employees you had, how efficient 
they were, how well you have settled the problem that we had last 
year that caused so much trouble, the compliments by most everyone 
to the company. I had a little feeling that if we would ask the direct 
question and sort of thrash this out a little bit, there might be some 
indication that your organization, your group, would be interested 
in trying to continue this operation to serve the great public of the 
Nation’s Capital. 

Your categorical response that you are not interested, personally, 
which I must assume, notwithstanding your modesty would be given 
a great deal of weight by your associates, places the responsibility and 
the burden on this committee of the Congress that I, for one, realize 
is rather heavy. We cannot let the Nation’s Capital go without trans- 
portation. Everyone believes that it should be operated by private 
interests. Regardless of whose fault it might have been in the past, 
last year, the year before last, or whenever it might have happened, 
does not help us much right now in the dilemma in which we find 
ourselves. 

From my standpoint, I cannot but express my disappointment in 
the attitude of what appears to me now as the only private group that 
I know of thus far that could possibly take this over and operate it. 
There may be others later on. I had a wire today from another group 
to the effect that they are still trying. 

I wish them good luck in that endeavor. You say you came here in 
1949 ? 

Mr. Broapwarter. Yes, sir. 

Mr. Harris. Did you live in Washington before that time? 

Mr. Broapwater. No, sir. 

Mr. Harris. Where did you come from? 

Mr. Broapwater. I was born in South Carolina. 

Mr. Harris. A great State. 

Mr. Broapwater. I spent my early life around Augusta, Ga., prior 
to World War I. 
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Mr. Harris. Another great State. I hope you got over in Arkansas 
some time. 

Mr. Broapwater. After I got out of the Army, in 1919, I went to 
Savannah, Ga., and from there I migrated to New York, and from 
New York back to Tampa, Fla., where I stayed for 25 years. I left 
there and went to Jacksonville, Fla., where I was, for a couple of 
years, in 1948, and 1949, and then I came to Washington. Mr. Chair- 
man, I do not want to mislead you, and I do not want any misin- 
terpretations put on what I said. 

Mr. Harris. You have given a splendid background and I com- 
pliment you on it. 

Mr. Broapwarer. I want to leave this thought with you. It is not 
beyond the realm of possibility under certain conditions that the direc- 
tors and the stockholders of the Capital Transit Co. would possibly be 
interested in continuing the service. In response to your question, I 
said we would not be under the same conditions that now exist. I am 
saying to you that under certain conditions, possibly their viewpoint 
would be entirely different. 

Mr. Harris. What would those conditions be ? 

Mr. Broapwarer. I think they would be rather broad, Mr. Chair- 
man. You give me the benefits that you are going to give this public 
Authority around here, and I am off to the races. And, I will tell 
you something, that will be the cheapest thing for you, too. You 
are not going to get anywhere with this public Authority, except in 
debt. You heard them tell you, Mr. Chairman, it is going to take 
$30 million and stuff like that. When they get through, it is going 
to be $40 million. 

Mr. Harris. It might be, if you indicate you have to have what 
you apparently feel you ought to have for the equipment that is here. 
I know what you said, you said in all sincerity, even though it might 
have had no humor, but I do not think this Congress or the public 
in Washington will permit private interests to come in without any 
controls or regulation whatsoever for a monopoly operation like this. 

There is a lot of difference whether or not someone has money tied 
up in an investment in something out of which they are going to make 
a return from the public and a public organization set up on a non- 
profit basis and charged with serving the public. There are all kinds 
of differences in the two types of operation. How many shares of 
the Capital Transit Co. are there? 

Mr. Broapwarer. 960,000. 

Mr. Harris. What is the present value per share ? 

Mr. Broapwater. What is the what value? 

Mr. Harris. The value of the stock, the market value? 

Mr. Broapwater. The book value is about $19.5 a share, or $19.75. 
It is trading on the local exchanges and the American Stock Exchange 
at around $12 a share. 

Mr. Harris. How many of the 900,000-odd shares is owned by 
what you referred to a moment ago as the Wolfson group? , 

Mr. Broapwater. I cannot give you the exact figure, Mr. Chair- 
man, but my best guess is in the range of 400,000 shares. It may be 
410,000, 420,000 shares, or 390,000 shares. I do not know the exact 
figures. ; 

Mr. Harris. Just a little under 50 percent ? 

Mr. Broapwater. Yes. 
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Mr. Harris. You came here in 1949 and you became president .in 
1952. You said you were interested in a fair return on the value of 
the used and useful equipment. 

I observe, if this is correct, the Capital Transit Co. analysis of the 
issued surplus, beginning in 1946 and on down to the first 6 months 
of 1955. I notice according to this report the declaration of dividends 
was $480,000 in 1946; $480,000 in 1947; $120,000 in 1948; $480,000 in 
1949 ; $720,000 in 1950; $960,000 in 1951; and in 1952, the year you 
became president, it was $3,744,000. That is the report that we have 
here. If it is not correct, I would want you, of course—because you 
do know what it is—to have the record correct. 

Mr. Broapwarer. I think without checking the figures that is prob- 
ably correct. I guess it was taken from our books and records and 
I assume it is correct. It sounds about right. 

Mr. Harrts. Further, $1,536,000 in 1953; $1,152,000 in 1954, and 
for the first 6 months of 1955 it is $576,000. 

I think that has been one of the things that has caused a great deal 
of public comment. I heard it, as everybody else did, about 1952 and 
1953. Iam not questioning it at all. I am just referring to the facts 
since we are going back in time to see what has happened in the past 
in an effort to do the best we can in the future. I can now ask you 
this: Do you think the Capital Transit Co. would be interested at 
all if the tax concessions which were mentioned here were given to 
your company as has been proposed in the bill ? 

Mr. Broapwater. It has some interests, Mr. Chairman. 

Mr. Harris. It would have some interest ? 

Mr. Broapwater. Yes, sir. 

Mr. Harris. On the other hand, since under the circumstances, I 
believe is the way you put it, you would not be interested in operating 
this system any more, if the Authority did not take the streetcar 
system is it clear that the Capital Transit Co. would be responsible 
under the present law for removing the rails and restoring the streets ? 

Mr. Broapwater I do not admit that, Mr. Chairman. 

Mr. Harris. You would not admit that that is the law ? 

Mr. Broapwater. No, sir. 

Mr. Harris. That is the way I read ‘it last year when we were 
wrestling with this thing just prior to the adjournment of Congress. 
If the Authority were to purchase the street railway areas, would 
your company be prepared to reduce the purchase price by the cost of 
removing the rails and restoring the streets ? 

Mr. Broapwater. Well, I stated in my statement, Mr. Chairman, 
that the directors of the company and the stockholders would only ask 
for a fair value of their property. When you determine the fair 
value, all factors enter into what is the fair value of the property. 

Mr. Harris. You would have to consider the original contract when 
the franchise was granted the company in 1933, would you not? 

Mr. Broapwater. I do not think the franchise, as such, has any 
value, any monetary value. 

Mr. Harrts. No, but there are certain responsibilities and obliga- 
tions that went along with the franchise. 

Mr. Broapwater. Yes, sir. 

Mr. Harris. And they had obligations on what would happen if it 
should be terminated. 
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a Broapwater. There were certain obligations that went along 
with it. 

Mr. Harris. You think any negotiations should include that under- 
standing back there ? 

Mr. Broapwarter. I think that is one of the factors that should enter 
into the picture. I tried to make myself perfectly clear if any Au- 
thority or anybody else wants to acquire our property all we expect is 
the fair value of it. I suggested some methods of arriving at that 
fair value, I believe, in my statement. I suggested an engineering 
study would probably do that. 

Mr. Harris. I was interested in that, too, but I am also interested 
in the responsibilities and obligations that went with the franchise 
when it was originally granted in 1933, which seems now to become 
one of the controversies in connection with this property. Of course, 
you were not with the company then, but, nevertheless, that obligation 
did go along with it and it was plainly set out in the act which 
Congress passed at that time. 

Mr. Broapwater. Mr. Chairman, do not misunderstand me. I do 
not say that is what the act says. I do not deny that at all. But the 
question of whether under the present set of circumstances, and what 
has happened since last August, the way it has come about, there is 
some doubt in my mind as to ) whether or not there is any legal liability 
on our part to repave those streets. There is no use in me arguing 
that with you or the committee. I think probably that would be a 
matter for a judicial determination in the event this whole problem 
cannot be solved satisfactorily to all sides, the District Commissioners, 
the Congress of the United States, and the owners of the Capital 
Transit Co. 

I want to make this perfectly clear to you. At no time in our busi- 
ness career have we ever denied or defaulted on a single obligation 
that we have ever had. That is still our position. We live up to our 
obligations a hundred percent. 

Mr. Harris. I want to compliment you for being an excellent busi- 
nessman. I think your experience and your backgr round are such that 
the board of directors knew what they were doing when they made you 
the president. Let me thank you for your presentation which you 
have given the committee in connection with this problem. 

Mr. Broapwater. Thank you, Mr. Chairman. I hope you will 
mention that to the directors. Maybe they will raise my pay. 

Mr. Harris. I know the hour is late. We have had the Solicitor 
of the Department of Labor here who has been standing by waiting 
to be reached. 

Mr. Rothman, I understand that your testimony would require a 
very few minutes. 


STATEMENT OF STUART ROTHMAN, SOLICITOR, DEPARTMENT OF 
LABOR 


Mr. Roruman. That is correct. 

Mr. Harris. I, for one, will be willing to stay here, because I know 
you are a very busy man. I think, unless there is some objection, and 
since you requested it—I will put it that way, too—we will be glad to 
hear you now. 
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Mr. Roruman. I am Stuart Rothman, Solicitor of Labor. I appre- 
ciate the invitation extended to me to appear before your subcommittee. 

Mr. Harris. I might say we have a report from the Department of 
Labor under date of February 10, and also from the Federal Mediation 
and Conciliation Service under date of February 17. I think these 
should go into the record at this point. 

(The information is as follows :) 


UNITED STATES DEPARTMENT OF LABOR, 
Washington, February 10, 1956. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Prigst: I am taking this opportunity to set forth my views 
with regard to the labor provisions of H. R. 8901, the bill recently introduced to 
establish a public transit agency in the District of Columbia. 

Under the circumstances created by this bill, where public operation of a for- 
merly private enterprise makes it necessary for the employees to forego the right 
to strike, methods should be provided for the handling of labor-management rela- 
tions and the settlement of disputes. The legislation should make it clear that 
the transit agency has the authority to bargain collectively with representatives of 
its employees, to enter into written collective-bargaining agreements, and to sub- 
mit disputes to mediation and arbitration. It should also provide that all nec- 
essary employees shall be transferred from the old company to the Authority in 
acocrdance with and preserving existing seniority rights, and preserving any 
pension, retirement, or health and welfare plans presently in existence. 

I note that the Illinois statute establishing a municipal corporation to operate 
a public transportation system in the Chicago area, contains these basic labor 
provisions. Successful operations have been carried on under these provisions for 
over 10 years. There are similar statutes in at least two other States, Massachu- 
setts and Washington. As a practical matter, several United States Government 
agencies and a considerable number of State and municipal agencies, even in the 
absence of express statutory authorization, have been successfully engaging in 
collective bargaining and arbitration with the unions representing their employ- 
ees, and have been entering into written collective-bargaining agreements. I am 
advised that a number of those contracts agree to submit disputes to final and 
binding arbitration. I note that the Illinois statute authorizes the authority to 
agree that the arbitration decision shall be final. It is important that any author- 
ity intended to be placed in the transit agency of the kind under consideration, be 
clearly stated so that the agency has all the powers it may need in the areas I 
have outlined. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


FEDERAL MEDIATION AND CONCILIATION SERVICE, 
Washington 25, D. C., February 17, 1956. 
Hon. J. Percy PRIEstT, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: Your letter of February 2, 1956, requests a report 
pone to H. R. 8901, a bill to provide a Public Transit Authority in the District of 
Columbia. 

As you know, this agency’s functions are limited to assisting the parties to settle 
labor disputes by mediation and consciliation, and by seeking to induce them to 
seek other means of settling such disputes without resort to strike, lockout; or 
other coercion. In the past, the Federal Mediation and Conciliation Service has 
participated in settling labor disputes between the transit companies and unions 
within the District of Columbia. 

The proposed bill would make the Transit Authority a governmental agency. 
The Federal Mediation and Conciliation Service presumably would not participate 
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in any future labor disputes in the public transit industry within the District of 
Columbia, even as it does not participate in labor disputes between other agencies 
of government and their employees. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JOSEPH. F. FINNEGAN, 
Director. 

Mr. Roruman. Since I am appearing for the Secretary of Labor, 
James P. Mitchell, I would like to read to the committee the Secre- 
tary’s letter of February 10 to the committee chairman, and then an- 
swer any questions which the subcommittee may have concerning the 
Department’s position on the labor aspects of the proposed transit 
bill. 

The Secretary’s letter reads as follows: 

(Mr. Rothman then read the letter which appears above.) 

Mr. Roruman. I shall be glad to answer any questions that you may 
have concerning the Department’ S position. 

Mr. Harris. Mr. Williams? 

Mr. WiiuiaMs. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hare. No questions. 

Mr. Harris. Mr. Rogers? 

Mr. Rocrrs. No questions. 

Mr. Harris Mr. Flynt? 

Mr. Fiynv. No questions. 

Mr. Harris. I believe the bill does make reference or proposes that 
the employees of the present company have their rights preserved 
within a new Authority. 

Mr. Roruman. I am doubtful whether that provision is in the bill. 

Mr. Harris. I will put it this way. It gives the Authority, then, 
the right to do this, together with their pension rights and so forth. 

Mr. Roruman. I am doubtful as to whether the bill is clear at all 
in that regard, with respect to taking over the existing employees. 
I would suggest that the committee may wish to give very careful con- 
sideration to what the bill provides in that regard. 

Mr. Harris. Would the Department have any suggestions to make 
with reference to specific proposed amendments to that effect? 

Mr. Roruman. We have not proposed any specific language, but if 
the committee wishes we shall. 

Mr. Harris. It may be that we will want to have our legislative 
counsel discuss the technicalities of this with you. 

Mr. Roruman. I think it would be best to have your legislative 
counsel discuss the matter with us in such way as your counsel wishes. 

Mr. Harris. This is recognized to be an entity of the District gov- 
ernment which is an entity of the Federal Government. 

Mr. Roruman. I understand that it is a Government corporation 
created by Congress. 

Mr. Harris. Under the proposal here, there is a provision referred 
to as a no-strike clause. Is the Department in favor of that as a 
policy ? 

Mr. Roruman. I think that policy is a matter for the parties in 
interest; this committee and the interested parties, to determine. 1 
do not think that the question is as important as whether there are 
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sound provisions, expressly contained in the bill for settling disputes. 
That is why we have recommended that the bill make it clear that 
the proposed Transit Authority has the power to enter into collec- 
tive bargaining agreements and to agree in the collective bargaining 
agreements to arbitration. 

Mr. Harris. In other words, it would be what would be referred 
to as compulsory arbitration, in the final analysis ? 

Mr. RorumMan. We are recommending that the Congress consider 
giving to the proposed Transit Authority the power to enter into col- 
lective bargaining agreements and to agree in the collective bargaining 
agreements to collective bargaining. 

Mr. Harris. Is there any precedent in Government processes for 
that procedure ? 

Mr. Roruman. I think if you have your committee staff investigate, 
you will find that the commentators, such as American Jurisprudence, 
and other works, indicate that there is a great deal of precedent, and 
public bodies have engaged in this and do have the authority to do so. 

Mr. Harris. I know for a public body, but I am talking about the 
Federal Government. 

Mr. Roruman. We are here concerned with a special type Govern- 
ment corporation taking over a former private utility. 

Mr. Harris. Do you know whether or not the TVA has a similar 
procedure ? 

Mr. Roruman. Yes. There are certain Federal Government 
agencies, including the TVA, the Bonneville Power Administration, 
and, I believe, the Bureau of Reclamation of the Department of In- 
terior, which, as a matter of practice, have enterred into collective 
bargaining agreements, and have agreed to arbitration. But in fur- 
ther reply to your question, I do not believe that the specific statutory 
authority has been given to a Federal agency as such. But I believe 
you will find the analogy here is to the governmental corporation, the 
special type Government corporation, that is endowed with all the 
powers of a private corporation taking over a private utility together 
with a few other powers that we heard mentioned this afternoon. 

Mr. Harris. Thank you very much. We appreciate your appear- 
ance here. 

Mr. Roruman. Thank you. 

Mr. Harris. The committee will adjourn until 10 o’clock in the 
morning. 

(Whereupon, at 5:45 p. m., the subcommittee recessed, to reconvene 
at 10 a.m., Thursday, February 23, 1956.) 
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THURSDAY, FEBRUARY 23, 1956 


House or RepresENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to adjournment, in 
room 1334, New House Office Building, Hon. Oren Harris (chairman 
of the subcommittee) presiding. 

Mr. Harris. The committee will come to order. 

In resuming the hearings on H. R. 8901 and related bills to provide 
for an Authority for mass transportation service in the District of 
Columbia, the Chair announced yesterday that when we resumed 
hearings this morning Mr. Bierwagen would be the first witness. 

I am advised that Mr. Roberts, who is a consulting engineer, has 
to go out of town, and I am sure that it will be perfectly agreeable 
if we have him come around at this time. Mr. Roberts. 


STATEMENT OF EDWARD A. ROBERTS, CONSULTING ENGINEER, 
NEW YORK, N. Y. 


Mr. Roperts. My name is Edward A. Roberts. I am a consulting 
engineer specializing in passenger transportation, maintaining offices 
at 441 Lexington Avenue, New York City, and have been so engaged 
since 1917. With 1 or 2 interludes in that time for Government serv- 
ice, during that time I also was for 19 years the general manager 
or president of one of the smaller transit systems in New York City. 

uring World War II I served as Director of Highway Passenger 
Operations of the Office of Defense Transportation and in that agency 
was responsible for the wartime functioning of the transit systems as 
well as the taxicabs and bus operations. 

Since the end of World War IT, I have been employed by city 

overnments of New York, Philadelphia, Baltimore, Pittsburgh, 
Buffalo, Minneapolis, Kansas City, Mo.; Atlanta, Syracuse, Wichita, 
Miami Beach, and Niagara Falls in connection with transit matters 
and similarly by the county governments of Nassau, Westchester, 
and Suffolk in New York City, and by the Maryland Public Service 
Commission. 

I have also been employed by the privately owned transit com- 

anies serving the cities of Buffalo, Rochester, Providence, Richmond, 
Va: Worcester, Hartford, New Haven, Fitchburg, Mass.; Charlotte, 
Trenton, Stamford, Pittsfield, and Sharon, Pa.; and others. 
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I have also been employed by the publicly operated transit systems 
serving Seattle and San Juan, P. R. 

I would further like to deal with a point raised here in a new 
all-bus system with reference to $25 to $30 million capital and as com- 
pared with the Capital Transit Co.’s book value of a little over $19 
million. 

We should recognize in that connection that the Capital Transit 
Co. should be spending $314 million this year to replace several 
hundred buses now over 14 years old and another $3,900,000 next 
year to replace several hundred more buses that will then be 14 
years old. 

Mr. Harris. Mr. Roberts, would you give us a little more back- 
ground about how you got into this local situation here; what time 
you have spent on it; what your responsibility was with it, and so on / 

Mr. Roperts. Yes, sir. I did neglect to mention my connection 
with Washington. 

I was first employed in a consulting capacity in 1917 by the Public 
Utilities Commission of the District of Columbia, and since then 
have been living here a total of something over 5 years in connection 
with my practice. 

I have been employed by the Capital Transit Co. in the 1930's in 
connection with the evaluation and rate cases which they then had. 

I was employed in the 1930’s by the Washington Rapid Transit Co. 
in connection with their merger with the Capital Transit Co. and I—— 

Mr. Harris. Now, were you employed by the Public Utilities Com- 
mission during this same time ? 

Mr. Roserts. No, sir; I was employed by the Public Utilities Com- 
mission during the First World War from 1917 to 1919. 

Mr. Harris. I see. 

Mr. Roserts. And then employed by them in 1953 and since then 
have worked on two rate cases with them and on the investigation of 
the company’s financial practices. 

Mr. Harris. You mean of the Capital Transit ? 

Mr. Roserts. Of the Capital Transit. 

Mr. Harris. And you are employed at this time by the Public 
Utilities Commission ? 

Mr. Roserts. That is correct. 

Mr. Harris. When was the last time you were employed by the 
Capital Transit people, working for them ? 

Mr. Roserts. In 1937. 

Mr. Harris. And what was your job or duty at that time ? 

Mr. Roserts. To make an examination of all of the costs, comparing 
buses and streetcars, and determine their percent condition in con- 
nection with the company’s application to the Public Utilities Com- 
mission for increased rates of fare. 

Mr. Harris. Were your services with the Capital Transit Co. at 
that time satisfactory? Apparently they were. 

Mr. Roserts. Apparently they were; yes. 

Mr. Harris. You had no complaint from the company ? 

Mr. Roserts. No, sir. ; 

Mr. Harrts. And then you had nothing further to do with the 
system here from 1937 until 1953 ? 
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Mr. Roserrs. With the exception that in the Office of Defense 
Transportation, when it became a Federal regulatory body during 
the years 1942-45, we issued a great many regulations which were 
applicable to the Capital Transit Co. 

Mr. Harris. That is the Defense Transportation organization dur- 
ing the war, here in Washington. 

Mr. Roserts. That is right. 

Mr. Harris. Regulations were issued, of course, that applied to the 
Capital Transit as they did to other systems throughout the country. 
Mr. Roserts. That is right. , 

Mr. Harris. And then that ended in 1945 ? 

Mr. Roserts. Yes, sir. 

Mr. Harris. And you then had nothing further to do with the 
system here until the Public Utilities Commission brought you back 
in 1953 ? 

Mr. Roperts. That is right. 

Mr. Harris. You have been working on it since that time? 

Mr. Ropers. Yes, sir. 

Mr. Harris. Very well. I wanted to get that for the record. 

Mr. Roserts. I have made a report which I intend to introduce this 
morning, on the savings from substitution of motorbuses for street 
cars. 

Mr. Harris. Is that the report that was referred to the other day, 
which was given to us for our files? 

Mr. Roserts. No, sir. 

Mr. Harris. That is not the same one? 

Mr. Ronerts. No, sir; that was the report of W. C. Gilman & Co. of 
New York. 

Mr. Harris. For the company, I believe. 

Mr. Roserrs. It was made at the expense of the company at the 
request of the Commission. 

Mr. Harris. All right. 

J am sorry to interrupt you. 

Now, vou made a report. 

Mr. Roserts. I have pointed out the need for the company to re- 
place $714 million worth of buses within this year and last year in 
order to have new buses to take the place of buses over 14 years old. 

Incidentally, over 70 percent of all of the buses in the Capital 
Transit Co.'s fleet were manufactured by a company which is no 
longer in the bus-manufacturing business and are partially obsolete 
for that reason: due to obsolescence; and no more of the Capital 
Transit Co. buses should be acquired by the proposed Transit Author- 
ity, in my opinion, than is absolutely necessary. ; 

“Next I would like to call your attention to the universal practice 
of regulatory commissions in this country of not providing increased 
rates to offset higher labor costs in advance of or during wage nego- 
tiations between management and labor. ; 

A regulatory commission must have specific evidence before, it of 
the exact wage increases and the estimated increases in the utility’s 
operating expenses, before it establishes offsetting rate increases. _ 

If the Public Utilities Commission had granted a fare increase in 
the spring of 1955, to provide for a July 1, 1955 wage increase, the 
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Public Utilities Commission would in effect have had to determine in 
advance the amount of the wage increase. The union certainly would 
not have settled for any less than the amount set by the Public Utili- 
ties Commission and in all probability would have demanded more. 

Then the company would have run back to the Public Utilities Com- 
mission for a still higher fare. 

This process would clearly have put the Public Utilities Commis- 
sion at a bargaining table opposite the union with the management, 
playing the part of an interested onlooker, with a fully guaranteed 
interest in the outcome. 

The company’s idea of how the 1955 wage negotiation should have 
been handled is completely contrary to all of the realities of rate 
regulations and labor-management relations, in my humble opinion. 

It would be desirable for your committee to have before you the 
statistics on the national trend from streetcars to buses: 63,000 street- 
cars in 1926 in this country and less than 5,000 today; 14,000 city buses 
in 1926; over 60,000 buses and trackless trolleys today. 

Only six streetcars are left in New York City and New York State; 
none in Cleveland, as you heard from Mr. Hyde, and none in the whole 
State of Ohio. 

None between Washington and Key West. 

None in the whole Southland except 100 in New Orleans. 

None in all of New England, except in Boston, on combination 
surface-subway lines. 

In fact, most of the remaining streetcars in the United States are 
in cities where they are not physically replaceable by buses because 
they run partially in subways and in tunnels, over bridges, as in Boston, 
Philadelphia, San Francisco, Oakland, and Rochester. 


I have a chart with me that portrays ee the fact that the 


Capital Transit Co. is out of step with the rest of the transit industry 
in the United States in substituting buses for streetcars. 

Mr. Harris. We have this chart before us, and without objection it 
will be included in the record at this point. 

(The chart referred to is as follows:) 
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RATIO OF STREET CARS TO TOTAL TRANSIT VEHICLES 
IN THE UNITED STATES 
COMPARED TO CAPITAL TRANSIT COMPANY 
1926 - 195) 
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Light dotled line indicates per cent 
of total transit vehicle mileage 
operated by street cars. 


Mr. Roserts. This chart shows in 1933, 82 percent of Capital Transit 
Co. mileage was by streetcars as compared to a figure of 70 percent for 
the entire transit industry. 

It shows that Capital Transit Co, experience paralleled that of the 
entire transit industry until the beginning of World War II; and 
that, subsequent to World War II, the transit industry in the United 
States continued to make less and less use of streetcars until in 1954 
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only 10 percent of the mileage was by streetcars as compared with 3 
percent in the case of the Capital Transit Co. 

The reason for this change is that a vehicle was developed 40 years 
ago which does not require heavy steel rails to be laid in the streets, 
and its own eleetric distribution system to follow its rails, with power 
substations scattered all over—there are 20 such power substations 
here in Washington. 

In two words, the reason for this change from streetcars to buses is 
lower investments, lower operating and maintenance expenses. 

In Minneapolis, for example, the rapid conversion from streetcars 
to buses was completed in June 1954, following which the Minnesota 
Railway and Warehouse Commission reduced the company’s rate base 
from approximately $18 million to $9,138,000 and ordered a fare reduc- 
tion on July 6, 1955, which is now in litigation. 

Incidentally, in Washington, the streetcar investment and operat- 
ing expenses are higher than for ordinary streetcars elsewhere because 
of the unique underground electric distribution systems, Under- 
ground pits have to be maintained and manned at all times in order 
to take off and put on electric plows at points where changes are made 
from underground conduit to overhead trolleys. 

These basic facts which have just been recited should be convincing 
even to a child that there must be an economy in substitution of more 
buses for streetcars. However, the Public Utilities Commission 
wished to have specific facts on the possibilities in Washington and 
reached an agreement with the Capital Transit Co. in the summer of 
1954 that the company would have such a study made by an independ- 
ent engineering firm. 

In August 1954, the company employed W. C. Gilman & Co. for 
that purpose. And somewhat over a vear later, in September 1955, 
that engineering firm submitted the report which was filed with you 
on Tuesday. 

I join with Mr. Broadwater in hoping that you read this 32-page 
report; but no matter how many times you read it, you will not find 
a single word of discussion or a single dollar figure dealing with the 
savings in operating expenses to be made by substituting buses for 
streetcars. Yet, in my opinion, that is by far the most important 
consideration. 

Although this Gilman report limits itself to discussions of the 
physical conditions, such as the condition of the tracks, cars, the ex- 
tensive alterations required in old car barns; the effect of streetcars 
on highway improvement programs, and such elements, the report 
nevertheless does conclude with the recommended program for start- 
ing to replace streetcars with buses in 1956 and completing the replace- 
ment program 6 vears later. 

Ten months after the company agreed to have the Gilman study 
made, the Public Utilities Commission found itself faced with another 
application for higher fares and still with no specific figures as to the 
savings inherent in the substitution of buses for streetcars—this was 
in June 1955—the Commission thereupon asked me to make such a 
stuidy as quickly as possible. 

I submitted such a study to the Commission under date of July 18, 
1955, limiting it entirely to the effect of complete bus substitution on 
the Capital Transit investment and operating expenses. 
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In order to be absolutely specific I based my study on the assump- 
tion that all streetcars of the Capital Transit Co. were replaced by 
buses as of January 1, 1955, and I then computed the effect on the cost 
investment or rate based and effect of the cost in 1955 of operating 
expenses of such an assumption. 

My conclusion was that the savings in operating expenses and taxes 
in 1955 would have been $2,940,000; and that after 

Mr. Harris. Say that again. The savings would have been what? 

Mr. Roserts. Two million 

Mr. Harrts. Savings in what? 

Mr. Roserts. In operating expenses and taxes of the Capital 
Transit Co. if they had operated in the full year 1955 with a 100 per- 
cent bus operation instead of what their combination fleet of buses and 
streetcars is. 

Then, after allowing for interest on the additional investment and 
increase in the income tax liability from these higher profits, the in- 
crease in the amount available for return on the company’s rate base 
would have been $1,670,000. 

I have a copy of that study here for the members of the committee. 

Mr. Harris. It is not very voluminous. 

Mr. Roserts. I think it has already been described, sir. 

Mr. Harris. This is a preliminary analysis of effect of 100 percent 
bus operation of Capital Transit Co. on operating expenses and rate 
base ; is that it? 

Mr. Roserts. Yes, sir; that is it. 

Mr. Harris. I think you should include that in the record. Let it 
be received in the record at this point. 


(The document referred to is as follows :) 


PRELIMINARY ANALYSIS OF EFFECT OF 100 PERCENT Bus OPERATION OF CAPITAL 
TRANSIT CO. ON OPERATING EXPENSES AND RATE BASE 


This analysis covers Maryland and District of Columbia operations of Capital 
Transit Co. combined. It shows that 100 percent bus operation of Capital Tran- 
sit Co. will have relatively little effect on the company’s rate base and net book 
value during the first few years, but will reduce operating expenses by approxi- 
mately $2.9 million per year and will increase the amount available for return 
on the rate base by $1.6 million after allowance for increased income tax liability. 

Considerable study has already been given to the problem by Messrs. Falk 
and Clarkson and their work has been utilized by us. 

Several basic assumptions must be made at the outset and should be clearly 
understood. Such assumptions necessarily have a marked effect on the con- 
clusions reached. The assumptions upon which this analysis has been made are 
as follows: 

1. That all streetcar operation ceased on December 31, 1954, and was replaced 
by bus operation over similar routes. 

2. The 1 bus-mile replaces 1 streetcar-mile. 

3. That bus-miles per bus-hour are 0.5 mile per hour more than car-miles per 
car-hour over the routes involved. 

4. That 51-passenger buses can legally be operated over routes equivalent to 
present streetcar routes. 

5. That the salvage value of land, buildings, track, rolling stock, and appur- 
tenances now used or useful in streetcar operation is zero. 

6. That bus operating expenses and taxes, exclusive of operators’ wages and 
of gross receipts taxes, are the same per bus-mile on motorized streetcar routes 
as the average similar expenses per bus-mile on all present bus routes. 

7. That dperators’ wages are the same per bus-hour on motorized streetcar 
routes as the average of operators’ wages per bus-hour on all present bus routes. 


74323—56——_19 





284 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


On the basis of the foregoing assumptions, the following conclusions are 
reached, largely as a matter of computation: 

The 374 maximum number of streetcars required to be actually operated as 
of December 31, 1954, can be replaced by 373 51-passenger buses. 

The 508 streetcars owned can be replaced by 410 51-passenger buses. 

These 410 buses will cost $21,675 each, $8,886,750 for the 410 buses. This 
price is at the rate of $425 per bus seat and compares with $20,962 book cost 
per bus of 51-seat buses purchased by Capital Transit Co. in 1953. 

The garages, shop facilities, and appurtenances for the 410 buses are estimated 
to cost approximately $3,280,000, computed at the rate of $8,000 per bus. 

The net change in the rate base as of December 31, 1954, on the basis of the 
above assumptions and computations, would have been approximately as follows: 


Gross book value of street railway property eliminated 
Less estimated depreciation reserve 


Net book value of street railway property eliminated 


Cost of: 430: Patek: guretinttinn.s tose dls stu esi 8, 886, 750 
Cost of garages and appurtenances 280, 000 


Total cost of additional bus property___.--.-----_----_--_- 12, 166, 750 


Less net salvage value of street railway property eliminated 0 
Net decrease in net book value and rate base 


The net book value of the 410 new buses will decline $620,000 each year for 
the next 14 years and will, of course, average only half the amount shown in 
the above tabulation during the lifetime of these 410 buses. A similar situation 
will apply to the additional garages and appurtenances, the net book value of 
which will decline approximately $100,000 each year. 

Reductions in operating expenses on present street railway routes during the 
first 4 months of 1955 would have been as follows: 





Replacement 
Present street | ‘buses (com- 


cars (actual) puted) 


. Regular route vehicle-miles- . _--- 3, 697, 494 3, 697, 494 
. Pee POTD WURIIIR IR no ooo oc enecncedesscseccesunee me 449, 699 423, 927 
. Vehicle miles per vehicle-hour 8. 222 8. 722 
. Operating expenses and ar exclusive of cqaeneey wages and ee 
receipts taxes _-_-- ea $2, 472, 376 $1, 7 470 
Per bus-mile (cents) 66. 866 40. 743 
. Operators’ wages $1, 057, Md 
4 IED i ocinins: Seine e ivikin andeiiibeniasiieieeiittiictba ys. denne + dy odie , 
. Operating expenses a taxes, exclusive of gross receipts taxes... -.- - , $2, 563, m4 
’ rar Wes GUUNNO Rs bos i ss TibL ake d oe ee ee UU ALL 95. 977 69. 337 
aving in operating expenses, exclusive of gross receipts taxe $985, 029 
Per present streetcar-mile and per substituted Rarreniie | (cents) 26. 640 


Work notes for lines indicated: 
. $3,633,900—$1,076,397 — $85,127 = $2,472,371 
$445 ,089—$i, 734,933 — $79, #00) +-4,0 947, 3340. 743 cents. 
. $1, 734, 933+ (684, 092+11, 504) =$2, 44 
. $3, 633, 900 — $85, 127 =$3, 548,773. 


The preceding figures indicate a saving in operating expenses and taxes of 
26.64 cents for each streetcar-mile replaced with a bus-mile. Included in this 
computation is the assumption that depreciation on the new buses and appur- 
tenances will be the same amount per bus-mile as the depreciation of present 
bus property actually reflected on the company’s books for the first 4 months of 
1955, namely, 4.75 cents per bus-mile. The depreciation per bus-mile of the new 
bus property can be more accurately computed as follows : 
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Depreciation on $8,886,750 of new buses at 7 percent per year $622, 072 
Depreciation on $3,280,000 of new garages and appurtenances at 3 
percent per year 98, 400 


Total depreciation on new property 720, 472 


Bus-miles per year of new buses (same as car-miles operated in 12 

months ended Apr. 30, 1955) 

Depreciation per bus-mile on new property (cents) 

Using a depreciation cost of 6.178 cents per bus-mile instead of 4.75 cents re- 
duces the saving from streetcar motorization by 1.43 cents. This adjustment 
reduces the total savings from 26.64 cents to 25.21 cents for each streetear-mile 
replaced by a bus-mile. When this saving is applied to the 11,662,230 streetcar- 
miles actually operated in the 12 months ended April 30, 1955, we get an indicated 
annual saving in operating expenses and taxes of $2,940,000. 

This saving is subject to shrinkage as the volume of the company’s operations 
continues to shrink. Since the computation is based on the streetcar mileage in 
the 12 months ended April 30, 1955, and since the company is anticipating a 
future decline in the volume of its passenger traffic of 5.46 percent. annually, it 
is obvious that this shrinkage factor will have a substantial effect in future years 
on the computed savings from bus substitution. On the other hand, the future 
saving will be greater than indicated as wage rates rise above the rates in effect 
during the first 4 months of 1955. 

The saving of $2,940,000 in operating expenses and taxes can be expected to 
result in increased liability for Federal income taxes, which might consume as 
much as 52 percent of the saving. 

The problem of future income tax liability in the event of the assumed sub- 
stitution of buses for streetcars is highly complicated. The company could 
probably spread its book loss of $12,600,000 on abandoned street railway property 
over a 6-year period in such a way that 52 percent of this loss could be recovered 
from the Federal Government in the form of elimination of tax liability on future 
net income. Whether such income-tax savings should be used to offset the losses 
of the stockholders on abandoned street railway property or should be used to 
hold down future fares is a debatable point that cannot be settled here. 

The conservative approach is to compute the additional income tax on net 
income that would result from a saving of $2,940,000 in the following manner: 


Reduction in operating expenses and taxes 
Deductibe interest charges on new money required : 
$5,000,000, 444 percent bonds 
$7,166,750, 3144 percent equipment trusts 


Increase in taxable net income 
Increase in income tax liability (52 percent) 
Increase in amout available for return on rate base 


Since the substitution of buses for streetcars involves large scale financing, 
mention should also be made of the related problem involving the extensive re- 
placement of wornout buses which the company will be facing during the next 
2 years... On the basis that bus requirements as of December 31, 1954, will re- 
main unchanged for the next 2 years and that 14-year-old buses ‘should be re- 
placed, the company should acquire $3,500,000 of new buses on January 1, 1956, 
and an additional $3,900,000 of new buses on January 1, 1957. These amounts 
would go into the net book cost and rate base at those times. The calculations 
leading to the amounts required for future bus replacements are shown on the 


following page. 
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Capital Transit Co. forecast of bus replacement program, 1956-16, on basis of 
bus requirements as of Dec. 31, 1954 
































Buses Seats 
a ii Race ht fo 
oteereotictom eerie he ee oe de ee ee ee a 755 32, 465 
10 percent spares. ................. phe Lol AES (i Sidhe aoe. Caco Se ne 76 3, 246 
UI OT I i oni 831 35, 711 
Total buses owned (average 43 seats per bus)_.__._.....________. ads ote Ald 882 ce 38, 026 
Present buses that will be over 14 years old on Jan. 1, 1956....___.-._.._____- 264 10, 604 
Remaining buses that will be serviceable after Jan. 1, 1956__- Sis 13 618. 27, 422 
Replacement buses that should be acquired Jan. 1, 1956___-.._......._-_.__.| 1213 8, 289 
eee ede et ee 831] 35,711 
Additional buses that will be over 14 years old on Jan. 1, 1957___- aS : 209 9, 138 
Remaining buses that will be serviceable after Jan. 1, 1957._....--___-- pernrey” ae 26, 573 
Replacement buses that should be acquired Jan. 1, 1957. __-...--_.---_- : 1 209 9, 138 
i sceneiemnteslictasitasiaetttnesstaliadndiadieatniiadiae 4 
Weiss. <iteaaie GR a it ees eg wt ho accu) 831 35, 711 

! See following: 

Cost of 213 buses (8,289 seats), Jan. 1, 1956__..............__.- 47h ---.----+----- $3, 522, 825 
Cost of 209 buses (9,138 seats), Jan. 1, 1957__....-__- wsapictiints heannebs ee 
me d .b..46. Gh Seeded ate ee ai Su 5 . : + BT! 7, 406, 475 


Note.—No further bus replacements should be required before Jan. 1, 1962. 


Mr. Roserts. The last paragraph of this report and the financial 
schedule present the facts regarding the $714 million of new invest- 
ment which the Capital Transit Co. should be making right now to 
replace the buses that are already over 14 years old. 

Another point of importance which has not been brought to your 
committee’s attention is the amount of liability of the Capital Transit 
Co. for removing its rails and restoration of the streets now occupied 
by streetcar tracks. 

This liability is not reflected in either the company’s book value of 
its property on the so-called rate base. This liability has been es- 
timated, or at least approximated, by the District government en- 
gineers at $8 million. 
~ In conclusion, there is no doubt in my mind that the substitution 
of buses for streetcars in the District of Columbia is long overdue 
and that when it does take place it will provide very substantial 
economies and increase in the speed of transit service and improve- 
ment in general traffic conditions. Whether this substitution takes 

lace beginning in 1956 and ending in 1962 as recommended by W. C. 
tilman & Co. or whether it takes place all at once on August 16, 1956, 
is relatively speaking a detail depending on the action of the Congress. 
There is no question, however 

Mr. Harris. Now, what was that again? What was the recom- 
mendation of W. C. Gilman? 

Mr. Roserts. Should take place beginning in 1956 and ending 
in 1962. 

There is no question that a complete conversion on August 16, 1956, 
will involve many difficult operating problems because of the acute 


shortage of time. 
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Mr. Harris. Does that conclude your statement? 

Mr. Roserts. Yes, sir. 

Mr. Harris. Are you familiar with the W. C. Gilman report? 

Mr. Roserts. Yes, sir. 

Mr. Harris. Insofar as the facts named in the report, is there a 
great deal of difference or is there wide variance between this report 
and your report ? 

Mr. Roserts. Yes, sir. The 1 element which is left out of the 
Gilman report in its entirety is the 1 element which I have been deal- 
ing with in my recommendations; namely, the saving in operating 
expenses that can be experienced from replacing streetcars with buses. 

Mr. Harris. The Gilman report did not contain or mention the 
savings or possible savings that are to be made? 

Mr. Roserts. That is right, sir. 

Mr. Harris. I have a copy of the Gilman report here. I hesitate 
to make this report a part of the record because it is so voluminous, 
but nevertheless since this is quite important, I think perhaps we 
should include it in the record so that we can have it before us. 

If there is no objection, the report on the conversion of street rail- 
way operations to motorbus of the Capital Transit Co. by W. ©. 
Gilman & Co., 55 Liberty Street, New York 5, N. Y., will be included 
in the record. 

(The report above referred to is as follows :) 


CAPITAL TRANSIT Co. REPORT ON CONVERSION OF STREET RAILWAY OPERATIONS 
TO MoToRBUS 


W.C. GrtMANn & Co., 
New York 5, N. Y., September 26, 1955. 


Report on a program of conversion to motorbus of the street railway operations 
of Capital Transit Co. 


Mr. J. A. B. BROADWATER, 
President, Capital Transit Co., Washington, D. C. 


Dear Sm: Transmitted to you herewith is our report on whether the street 
railway operations of Capital Transit Co. should be converted to motorbus and, 
if so, what the conversion timing should be. In reaching our conclusions on 
this matter we have studied and considered the following: 

(1) The extent of the existing street railway operations, the physical 
plant used from such operations and the type and quality of service which 
that plant is furnishing. 

(2) The prospective reasonable service life of that street railway plant 
and the dates at which specific portions of that property will require sub- 
stantial capital expenditures for replacements. 

(3) The type and quality of a substituted motorbus service, its relative 
rider appeal and the capital costs and physical problems involyed in a con- 
version to such service. 

(4) The effect of such motorbus substitution or lack of it, on the general 
traffic situation in Washington and on proposed highway improvements in 
the area. 

Our summarized conclusions are as follows: 

(a) The present street railway plant is an exceptionally good one and com- 
prises a major part of the Capital Transit system. To show the relationship of 
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this rail operation to the total system the following basic facts with respect 
to it are set forth below : 


| Streetcar in 

















Streetcar percent of 

system units | total system 

operations 

i: = seicclieceeasitaainionean sie tm eee 
Passenger revenues !____- atiea a tae ae Looe ee Sas it i esha ec $13, 388, 889 51.2 
pep me eke. Sek ee cess lic see a ..| 83, 466, 603 50.4 
Streetcar-miles operated t________ iach eben i SU a Sa aaah nel Scie Bike 12, 254, 997 36. 1 
Streetcar-hours operated !___ toon a : iste ehaweketeen | 1, 479, 507 40.3 
Street miles of route '__..._______.__.. Pee Poe Te Td okey Eee e See eT meee 72 18.0 

Miles of single track: 

Conduit ?__ i ‘ i ald Se ae - aaah Ns aa DGD F325 5. ce febsnce 
Overhead trolley 2___._____ aes oe PET Le Mae Be : ; 63. 39 oP ester ewcds 
Total ?___ EeeutiianeNbbewedusin~eue eel 143. 93 ‘ kis 
Number of primary streetcar routes ?____.........-.----.-.-------- Shc tidenwtl Mb ss ch ddeccae 
Streetcars required for 1954 fall schedules, e cores, spares... = : . 379 33.3 
Streetcars owned ?_____ babbe igi ciewktcseeca 508 36. 4 
Number of operating car stations ?........-........-------------------. epeil 6 vcethpiedtanmat 
Number of substations 2. ___ Ss fae eS oh da tke aanepiasdannctenhe ol eI aida aioli wane 


! Year ended Dec. 31, 1954. 
? As of Dec. 31, 1954. 


This rail system is currently providing safe and comfortable transportation 
at speeds which, for a large part of the operations, are much below the operating 
capabilities of the streetcars and the track because of the interference to such 
service caused by general vehicular traffic. 

(6b) The service furnished by the present rail system is good and would be 
improved little, if any, by motorbus substitution, except for increased flexibility 
in case of delays and possibily more express service where warranted by traffic 
volumes. In many respects the well maintained PCC car on good track has a 
greater rider appeal than a motorbus. Under comparable operating conditions 
the PCC cars in Washington maintain speeds equal to the motorbuses. There 
is not in Washington the picture of wornout and sometimes unsafe track fre- 
quently combined with old, uncomfortable and slow-moving streetcars which 
has been present in practically all cities where long-term programs for conver- 
sion from rail to bus have been completed or are still in progress. The present 
rail operations of the company are far from obsolete either physically or func- 
tionally. 

(c) The present streetcar property was well built and has been well main- 
tained. The average remaining service life of the present rail system as a 
whole is, in our opinion, in excess of 20 years. The cars are in uniformly good 
condition. The same is true of the buildings with minor exceptions. As would 
be expected, the track condition covers a wide range from sections which will 
require extensive work within the next few years to sections which are as good 
as new and can render service for the next 35 or 40 years, with an overall average 
present condition approximating that of the system as a whole. 

Unfortunately, the poorer and better sections of track are scattered through- 
out the system and the various routes, and the poorer track is not necessarily 
at the outer ends of the lines. Frequently the reverse is true. Track replace- 
ments, therefore, necessary for the continuation of rail service will be required 
on different parts of the system at various dates in the future. The estimated 
expenditures required for these replacements of conduit track are as follows: 


Estimated cost of replacements—Conduit track 


Approximate time periods : 
955-65 


Dees eee ee ee eee eee ew cwam $7, 573, 000 
BOO FB oe oot ee ee eee eee ‘ ‘ 
DI ih iia ons th ck nee Roki aag coke mmeniiiiasuiia 5, 078, 000 
ee I iirc cine cauicinttcta athe vainecheas hichinaeipippesis dich mcieaa 11, 303, 000 
ON i ac a a 31, 010, 000 


Similar replacement requirements for overhead trolley track are nominal for 
the next 15 years. 
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(ad) The physical and financial problems incident to a conversion to motorbus 
of the entire street railway service of Capital Transit, and particularly to an ex- 
pedited or immediate conversion, are substantial and would include the following : 

1. The purchase of some 430 51-passenger motorbuses at a cost of approxi- 
mately $9,460,000. 

2. The reconstruction of existing car stations, enlargements of present 
garages or the development of new garage locations to provide facilities for 
the fueling, lubricating, inspecting and housing of these 430 additional buses, 
which would, in our opinion, require expenditures of from $2 million to 
$4 million depending on the extent to which present facilities could be utilized 
for the efficient handling of motorbuses and on the extent and costs of the 
construction required, and would take a considerable period of time. Heat- 
ing, clearances between columns, the presence of track pits and conformity 
with building code regulations for fire protection are some of the problems 
faced in converting present car houses. 

3. The development of the Fourth Street shops, or elsewhere, of automo- 
tive and body-repair facilities capable of handling efficiently the maintenance 
of a motorbus fleet nearly 50 percent larger than the present fleet, which 
would also take time and for which we estimate that the necessary expendi- 
tures, would run from $1 million to $2,500,000, again dependent on the 
adaptability of the existing plant. 

4. The training of some 600 operators for motorbus operations and a sub- 
stantial number of mechanics for automotive inspection and maintenance 
and the making of adequate provisions for any present company personnel 
not able to qualify for these new occupations. 

These several essential steps would require capital expenditures of from $11 
million to $16 million and, in our opinion, the minimum time element required 
for an immediate 100 percent conversion would be from 18 to 24 months. These 
approximate estimates give no consideration to the costs of removal of perma- 
nent loading platforms or track structure from paved streets. 

(e) Based on the existing overall condition of the rail system and the quality 
of service being furnished, it is our opinion that an immediate complete conver- 
sion to motorbus of the entire street car operation would be an economic waste 
that would not be justified by the service results which would be secured. We 
have developed, however, a conversion program for Washington to be completed 
over the next 7 or 8 years. The approximate timing of the abandonment of 
various sections of the present rail operations has been determined so as to make 
unnecessary the major portion of the expenditures which have been estimated 
would be required at various times for track replacements at various locations 
if rail service is to be perpetuated. This will permit the realization of several 
years of additional service life from major portions of present rail property, 
although still not to the extent to which such potential service life has been used 
up in other cities before conversion to rubber-tired vehicles. 

(f) Our recommended conversion program consists of five phases, the timing 
of each and the major conversions in each phase being as follows: 


Phase Timing Major streetcar operations discontinued 


1 wengee of Mount Pleasant (routes No. 40 and No. 42) west of 14th and H Sts. 


13th and D, NE (route No. 42) east of Union Station Plaza. 

lith and Monroe (route No. 60), entire line. 

Routes No. 90 and No. 92 west of 14th and U Sts. NW. 

Double tracks in south half of Union Station Plaza. 

Maryland Line (route No. 82) north and east of 5th and G Sts. NW. 

All rail service west of Pennsylvania Avenue and 19th St. NW. (routes No. 20, 
Cabin John; No. 30, Friendship Heights; No. 80, Rosslyn). 

Route No. 92 from Florida and New Jersey to 8th and Pennsylvania Ave. SE. 

Bureau of Engraving (route No. 50), south of 14th and posers vania Ave. NW. 

14th St. (routes No. 50 and No. 54) north of 14th and G Sts. 
7th St. and Georgia Ave. (routes No. 70, No. 72 and No. 74) north of 7th and 
Pennsylvania NW 

East Capitol (route No. 40) east of Ist St. east. 

Pennsylvania Ave. and 7th St. NW. to Independence and Ist SE., all of Ist St. 
west and all track from 5th to G NW. on 5th, Indiana Ave. and C St. North 

| to Ist and C Sts. NE. 

Pennsylvania Ave. 8th St. SE. to Barney Circle. 

All remaining track, which would include F and G Sts. NW., New Jersey Ave., 
7th St. south of Pennsylvania, Independence Ave. from 7th St. to and inelud- 
ing the Southwest Mall Loop, north half of Union Station Plaza, Ist St. East 
so ra Ivania and 8th St. SE. From ist and Independence SE to the 
Navy 
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This program, in our opinion, could be accomplished with expenditures for 
track replacements in the 7 years between now and 1962 of approximately $1 
million and would require the purchase of new buses as follows: 


Estimated bus purchases for conversion 











Number of | Estimated 
Years buses costs 

So = echt ba AN ieee eae igel mera die dibes al eae hice Mid te ia cial ened | 90 $1, 980, 000 
1957-58 _ : Seeks Seeet eae J fo peewuttate ade td 30 660, 000 
Geiss. 0. Cs a, BW eee BASAL RK HA DE | 115 2, 530, 000 
Ras Fos e- Sh cn. cotnancdceuds tes eas eee tine <p chil a niga beitegd doeseind 115 2, 530, 000 
1961-62. _.-- Kinde Eee Rerneehi mn ca gan Kenn tel nie aii aati ey on niiesaiidadihecen al 80 1, 760, 000 
faeries (eS SD 

Ce iestexiy | 430 9, 460, 000 





The expenditures for bus inspection, fueling, and housing facilities would be 
similarly spread over the period. No expenditures would be required for the 
construction of new track or track connections. From 1 to 7 or possibly 8 years 
of additional service-life would be realized from present streetcar property and 
even then the streetcars, most of the overhead trolly track and substantial por- 
tions of the conduit track would go out of service many years before the end 
of their potential future service-life. 

We believe that this conversion program will present no serious interferences 
with proposed highway improvements. 

(g) Traffic congestion is caused primarily by too many vehicles in relation 
to available street space rather than by the type of vehicle. It is our opinion 
that many conclusions as to the causes of and possible remedies for traffic 
problems are based too frequently on sentiment rather than on facts. Transit 
vehicles of any type do contribute somewhat to traffic delays, but so do all other 
types of vehicles. It is our opinion that the conversion of present streetcar 
operations to motorbus will have no material effect on the general traffic situ- 
ation except at the 53 locations (out of a total of 487) where general traffic 
is prohibited from using the traffic lane to the left of streetcar loading platforms. 
Of these 53 locations, 24 are on Pennsylvania Avenue, an exceptionally wide 
street. 

(h) We are living in a motorized age. Millions of dollars have been spent in 
Washington and elsewhere and similar future expenditures are contemplated 
in attempts to enable motor vehicles to move more freely. None of these expend- 
itures have been or will be of much, if any, benefit to mass transportation and 
many actually make local transit operations more difficult. The real problem 
is the movement of people and essential goods. A large part of these expendi- 
tures could be saved if existing street space were used more efficiently as would 
be the situation if more of the public used transit vehicles, particularly in the 
congested areas. Unfortunately the trend is the other way, primarily because 
of this subsidized competition with which transit has to compete without the 
benefits of any similar assistance. 

Very truly yours, 
W. C. GILMAN & Co. 


REPORT ON CONVERSION OF STREET RAILWAY OPERATIONS TO MOTORBUS, 
SEPTEMBER 26, 1955 


PURPOSE AND SCOPE OF REPORT 


This report, and the study on which it is based, have been undertaken by us 
at the request of Capital Transit Co. as one of the matters agreed to in the 
Memorandum of Understanding issued by the Public Utilities Commission of the 
District of Columbia under date of August 6, 1954. The problem involved is 
whether the present street railway operations of Capital Transit Co. should be 
converted to motorbus operations and, if so, what the conversion timing should be. 

The solution of the problem requires the consideration and weighing of the 
effects of such a conversion on transit service and on the users of such service, 
on the community in general and on Capital Transit Co. or any other operator 
which in the future may be supplying transit service to the District of Columbia. 
More specifically this involves consideration of the present physical condition 
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of the existing street railway plant, the type and quality of service which that 
present plant can continue to furnish, the prospective reasonable service-life 
of that plant prior to the time when there will be the necessity for substantial 
capital expenditures for replacements, the type and quality of a substituted 
motorbus service and its relative rider appeal, its capital costs and the effect of 
such motorbus substitution or lack of it on the general traffic situation in Wash- 
ington and on proposed highway improvements in the area. All of these matters 
are discussed in detail in various sections of this report. 


RELATION OF PRESENT RAIL OPERATIONS TO TOTAL SYSTEM 


In order to develop a proper perspective, we have set forth below certain indica- 
tive figures for the total operations of Capital Transit Co. and the division of 
these total figures between present bus operations and street railway operations. 
The tabulated data is for the year ended December 31, 1954, unless otherwise 
indicated. 





Streetcar operations 

Total 
Capital 
Transit 
System 


Present [- ae ——— 
motorbus 


arre 
operations Percent of 


Amounts system 
total 


Passenger revenues... $26, 153, 391 | $12,764,502 | $13, 388, 889 
Revenue passengers carried - - - | 165,742,957 | 82, 276,354 | 83, 466, 603 
Vehicle-miles operated _ _- ‘ 33, 901, 214 21, 646, 217 12, 254, 997 | 
Vehicle-hours operated__- 3, 673, 405 2, 193, 898 1, 479, 507 
Vehicle-miles per vehicle-hour 9. 23 9. 87 8. 28 
Maximum vehicles required for 1954 fall sched- | 
ules, excluding spares - -- 1, 137 | 758 | 379 
Street-miles of operation ! 400 | 328 72 
Per vehicle-mile: | 
Passenger revenues dining $0. 77 $0. 59 $1.09 | 
Revenue passengers 4.89 | 3. 80 6. 81 


1 As of Dec. 31, 1954. 





The figures above indicate that the streetcars, representing 33.3 percent of 
total scheduled vehicles and 36.1 percent of the vehicle-miles, collected 51.2 per- 
cent of system passenger revenues in 1954 and carried 50.4 percent of system 
revenue passengers. It is evident from these comparisons that the present 
streetcar operations comprise a major portion of the transit system. 

The streetcar passenger revenues were $1.09 per car-mile and the bus revenues 
were $0.59 per bus-mile operated. Corresponding revenue passengers per ve- 
hicle-mile were 6.81 for the streetcar operations and 3.80 for the present bus 
operations. The passenger volumes carried per vehicle-mile are substantially 
larger for the streetcar operations than for the motorbus operations. This is 
not due to the fact that the one type of service is streetcars and that the other 
type is motorbus. These differences in traffic volume characteristics are due to 
the locations of the streetcar routes as a whole and to the areas served by them 
as compared with the locations of the bus routes as a whole and the areas served 
by them. 

As shown by map 1, the streetcar routes all pass through the downtown area 
of Washington and in general do not extend into the outer areas of the District 
of Columbia or into Maryland. In contrast, many of the motorbus routes are 
erosstown lines which do not enter the downtown area or are routes radiating 
from the outer terminals of rail lines so that a larger proportion of the mileage 
of the bus system is in the outlying areas, including Maryland. These differences 
in traffic and operating characteristics are reflected also in the average operat- 
ing speeds, which are 8.28 miles per hour for the streetcar operations as a whole 
and 9.87 miles per hour for the present bus operations as a whole. 

These differences in the operating and traffic characteristics of those two por- 
tions of the present system which now happen to be streetcar or motorbus opera- 
tions will continue to exist irrespective of the type of service. 


THE PRESENT STREETCAR SYSTEM 
Trackage 

The present rail system of Capital Transit consists of 143.93 miles of single 
track. Of this total, 80.54 miles of single track are of conduit or underground 
trolley type of construction. The remaining 63.39 miles of single track are of 
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the more conventional overhead trolley type of construction. There are five loca- 
tions on the system where there are “plow pits” at which a change is made from 
conduit operation to overhead trolley operation outbound and the reverse change 
is made inbound. These pits, in which the current collector plows used on con- 
duit track are detached or attached, are located as follows: 
Location of plow pit Routes using pits 
1. End of Prospect Ave. west of 36th St. NW__. Cabin John (No. 20) 
2. Wisconsin Ave. north of P St. NW Friendship Heights (No. 30) 
3. Georgia Ave. and Barry Pl. NW Georgia and Alaska (No. 70) 
Takoma (No. 72 ) 
Soldiers Home (No. 74) 
. North Capitol St. and W St Brookland (No. 80) 
. T. St. east of 3d St. NE Branchville (No. 82) 


All of the other rail routes operate entirely on conduit track. 

The rail system is essentially 100 percent double tracked for operational pur- 
poses. At a few locations there is one-way operation on a single track on one 
street with the reverse direction operation on a single track on an adjoining 
street. The only case of two-way operation on a single track is the 0.21 mile at 
the outer end of the Branchville line (Route No, 82). The rail system, therefore, 
represents approximately 72 route-miles. 

All of the track of the company in the District of Columbia, with minor excep- 
tions, is in the street center and is paved. The two most important exceptions 
are Pennsylvania Avenue SE. from Independence to Barney Circle where the 
tracks are in a reservation strip in the center of the street with the track zone 
paved, and Independence Avenue between First Street SW. and First Street SE. 
where the double tracks are in the street pavement but adjacent to the north 
eurb. All of the track in Maryland is on private right-of-way and is unpaved 
except at highway crossings. 

Much of the trackage is used by two or more streetcar routes. Of the total 
conduit track mileage approximately 45 percent is jointly used and of the over- 
head trolley track mileage approximately 12 percent is similarly used, giving 
a system total of 31 percent or about 44 miles of single track which is jointly 
used. This is all in the District of Columbia. 


Streetcars 

The company owns 508 streetcars, 488 of which are PCC type (President’s 
Conference Committee) and the remaining 20 are “Streamliners” which are 
similar in design and operating characteristics. The number of streetcars needed 
to fill the maximum requirements of the 1954 fall schedules was 379, excluding 
spares. This total was divided by routes as follows: 


Maximum streetcars needed for schedule requirements 


Route No. : Route No.—Continued 
20. 16 80 


73 
58 
13 
56 


These streetcars represent the most modern design. They are capable of 
maximum rates of acceleration, deceleration, and free running speed. The aver- 
age seating capacity is 49. They are equipped with trucks and wheels which 
were especially designed to give quiet operation and smooth riding. They are 
well lighted, ventilated, and heated. 


Car houses 

These streetcars are housed at 6 car house locations at which are also located 
facilities for divisional supervisory personnel, station cashiers, and streetcar 
operators as well as for the washing, cleaning, and inspecting of the streetcars. 
The car houses, their locations and the numbers of cars assigned at each are 
as follows: 
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Station Location 


East Capitol and 14th and 15th Sts. NE 
8th and L and M Sts. SE 
......| 4th and T Sts. NE 
le 14th and Decatur Sts. NW 
. Southern --_._-___- Maine Ave. and P St. SW 
| Wisconsin and Harrison NW - 


Streetcar routes 


The present streetcar operations of Capital Transit comprise 14 routes which 
are in reality 9 trunkline routes with various branches or split terminals, 
as listed below: 


Route No. Between 


Union Station | Cabin John. 
Friendship Heights | 17th and Pennsylvania Ave. SE. 
Mount Pleasant Lincoln Park. 
15th and D Sts. NE. 
Bureau of Engraving. 
CP aiiiki a bain bedi pitino hal ehh «Leb Navy Yard. 
1lth and Monroe NW Pennsylvania Ave. and 6th St. NW. 
Georgia and Alaska N W -.- Southwest Mall. 
7th Street Wharves. 
Soldiers’ Home Do. 
Brookland Rosslyn. 
REN ek inode dccdenbacesckadeudas Potomac Park. 
Calvert Street Bridge, Northwest 17th and Pennsylvania Ave. SE. via New Jersey 
Ave. 
92 | MG cancsstncsnbbucesepenadanbeuthee Navy Yard via Florida Ave. 








During the rush hours certain cars are operated to short route or intermediate 
terminals and service from several routes is operated to special areas such as 
the Navy Yard, Southwest Mall, Bureau of Engraving, and Potomac Park to 
supplement basic route services and reduce the necessity for passenger transfers. 

These car houses are individually described in more detail in following para- 
graphs. 

CONDITION OF PRESENT RAIL SYSTEM 


We have carefully examined the present streetcar operations by riding all of 
the routes and noting rail wear and alinement and the condition of track zone 
pavement. We have visited and inspected the car houses and shops and noted 
the layout, type of construction, and present condition of the buildings at each 
location. Our extensive riding of the routes and our car house and shop inspec- 
tions have enabled us to form an opinion as to the condition of the street cars. 
Our own observations as to these matters have been supplemented by an examina- 
tion of certain operating records and special studies prepared by the company. 

The streetcars are in exceptionally good condition. The following records 
indications of this: 


Armature failures PUC inspections 


Number of 
cars reported 
with defects 


PCC carsin | Armature Number of 
service failures ears inspected 


729 
693 
649 
a 
509 
509 
509 
509 
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With a continuation of adequate maintenance, the present fleet of PCC cars 
can continue to operate efficiently for an almost indefinite period. 

The average estimated service life of conduit track is 40 years and the average 
estimated remaining life of such track is at least 20 years. This is indicated by 
the estimated annual expenditures required in future years for conduit track 
reconstruction. Such reconstruction costs for the 80.54 miles of conduit track 
-_ estimated at approximately $31 million distributed over future periods as 
ollows: 


Estimated required expenditures for reconstruction of conduit track 


Future periods : 


Cb aa i lesa Sia pas wns can A aR __.... $7, 573, 000 
RIED btsewiennie~bisenitdlaslgu 30a asede. dead LS 7, 056, 000 
SI etn iste sso ssc nihins aObL OS Sse eS Le 5, 078, 000 
I ie tice eit ene Reig uae mentee iebireecenpapiennetscenenn eeoreeen tenn MANOR 11, 308, 000 

I chain icc alin iene ernie ni ace emanate 31, 010, 000 


The average remaining estimated service life of the overhead trolley track is 
even longer with only minor amounts of reconstruction required within the next 
10 years. 

Special work for both types of track is replaced on a piecemeal basis wherever 
possible rather than on the basis of an entire installation. Out of 20,783 lineal 
feet of special work track, only 3,511 lineal feet is estimated for replacement in 
the next 10 years. 

The car house and shop buildings are, with minor exceptions, substantial struc- 
tures which have been well maintained and have an almost indefinite future 
service life under present conditions of use. The principal exception is western 
car house. 

RELATIVE RIDER APPEAL 


Unfortunately transit systems are not in a position to provide as much rider 
appeal in their services as both the transit operators and the public desire. The 
two major factors conducive to building up rider appeal are increased speed of 
operation and greater rider comfort. The comments in this section represent our 
conclusions as to the extent to which an immediate or expedited conversion of the 
Japital Transit streetcar service to motorbuses would generate improvement 
in rider appeal. 

The speed of operation of transit service is determined primarily by the com- 
bination of three major factors, namely, (a) the operating characteristics of 
the transit vehicle, (b) the time consumed by passenger stops and the loading 
and unloading of passengers, and (c) the time consumed by the inability of 
transit vehicles to utilize their potential operating characteristics because of the 
interference of other vehicular traffic and the additional or lengthened stopping 
time resulting from traffic-control devices or traffic officers. 

As expressed elsewhere in this report the potential operating characteristies 
of the PCC type streetcars as to acceleration, deceleration, and maximum running 
speed are at least equal to the modern bus. As shown above the average realized 
speeds for present system motorbus operations are greater than for system 
streetcar operations, but this is due not the primary operating characteristics of 
the two types of vehicles. It arises from the average system conditions under 
which the two types of service operate. The major part of present system 
motorbus mileage is in outlying areas where general traffic is less congested. 
The streetcar routes are more generally confined to the more heavily congested 
area and, in addition, handle larger volumes of passengers. 

Our observations are that where there is no outside interference with either 
vehicle the PCC cars in Washington can usually keep pace with a bus and can 
sometimes cover ground more expeditiously. Under rush-hour conditions of 
general traffic we have seen a PCC car keep pace with the paralleling lines of 
automobiles for over half a mile in spite of traffic lights and passenger 
interchange. 

While left turning general traffic frequently imposes substantial delays to 
streetcar progress, right turning general traffic causes greater delays to buses 
than to streetcars. The motorbus is more flexible in case of delays, caused by 
equipment failures or otherwise, and does permit express or limited-stop 
operation. 
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For riding comfort it is our opinion that the PCC car has more to offer than 
the motorbus. It is a roomier vehicle with better lighting, cooler in the summer 
and better ventilated in the winter. Its wider aisles and entrance and exit doors 
facilitate passenger movement within the vehicle as well as when boarding and 
alighting. On even moderately smooth track the streetcar offers a smoother ride 
than the bus, free from the bumps and vibrations caused by uneven pavements. 
The streetcar produces no fumes or odors to irritate either the passengers or the 
general public. 

These comments are made to point out that solely from the standpoint of rider 
appeal the rail service operated by Capital Transit is not inferior to that offered 
by the motorbus. This comparison would be even more favorable to the streetcar 
if its potential operating characteristics could be utilized to a greater. extent. 
From the standpoint of this study these conclusions are important as indicating 
to us that a conversion from rail to bus in Washington would not offer the same 
improvement in quality and comfort of service as has resulted from similar con- 
versions in cities such as Minneapolis, St. Paul, Milwaukee, Baltimore, Cincin- 
nati, Buffalo, and New York City. In these and other cities the rail services 
which have been converted to bus represented principally slow moving and un- 
comfortable streetcars operating on wornout, and in some cases unsafe, track. 
These conditions do not exist in Washington. 


THE PHYSICAL AND FINANCIAL PROBLEMS OF CONVERSION 


The physical job of converting to motorbus a rail system operating some 400 
streetcars over 72 miles of route and having passenger revenues of some 
$13,389,000 a year is a problem of substantial magnitude and cannot be accom- 
plished overnight. This physical job requires the following : 


(a) The purchase and procurement of delivery of 450 motorbuses. 

(b) The providing of facilities for the storage, inspection, and fueling of 
these 450 motorbuses. 

(c) The revamping of present motorbus shops to provide maintenance 
facilities for a bus fleet 50 percent greater than that now owned by the 
company. 

(d) The training of operators to operate and mechanics to inspect and 
maintain these additional buses. 

(e) The working out of routes over suitable highways for the buses which 
would be substituted for streetcars now operating on track located on private 
right-of-way and determining the methods of bus operation in other locations 
where present streetcars use off-street faciliites. 

(f) The preparation of schedules for the operation of these buses. 

These are the physical problems. Many of the items will involve financial 
problems in the form of either substantial cash payments or the making of sub 
stantial cash commitments, or both. Both the physical and financial aspects of 
these items are discussed in detail in the following paragraphs. 


Bus requirements 


As stated above 379 streetcars were required to meet the maximum schedule 
requirements for the present rail operations based on 1954 fall schedules. We 
have examined the maximum load point checks on these streetcar lines and we 
estimate that 398 motorbuses of 51l-seat capacity would be required to furnish 
the equivalent serivce during peak hours. These vehicle requirements by routes 
have been estimated by us as follows: 


Vehicles needed to meet maximum schedule requirements 


Street- | 5l-seat 


» <n > my ™ | »e y ~ 
Present streetcar routes Nos. cars buses 


F ieene streetcar routes Nos, | -treet- | 5i-seat 
| Present streetcar routes os. : 


buses 


16 || 80 30 
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78 || 90-02._..__.... 53 
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In order to assure continuity of service an additional 8 percent or 32 buses 
would be required as spares to provide replacements for buses which would have 
to be temporarily withdrawn from service for current maintenance requirements 
or for repairs caused by accidents. Total conversion of all streetcar routes 
would require, therefore, the purchase of 430 motorbuses. Bus manufacturers 
have indicated to us that the delivery period on these buses would range from 4 
to 8 months depending on the number of buses ordered from a single manufac- 
turer. The current price for a modern 51-seat motorbus is about $22,000 includ- 
ing delivery to the Washington area and the 8 percent Federal tax but excluding 
tires. A fleet of 430 buses would cost approximately $9,460,000. Financing could 
probably be arranged on the basis of a minimum down payment of 10 percent or 
$946,000, with the balance payable over 72 months with interest within the range 
from 4 to 5 percent. 

Bus housing 


This new fleet of 430 motorbuses will have to be provided with facilities for 
cleaning, washing, fueling, and inspection. Off-street storage will have to be 
provided and even with the climatic conditions in Washington there are operating 
and cost advantages of having such storage under cover and heated, although the 
company is storing many of its present buses outdoors. The following are the 
several possibilities for the solving of this problem: 

(a) Utilizing spare capacity in existing bus garages or expanding such 
facilities by additional buildings on present sites or enlargement of present 
sites, to the extent that such expansion might be possible at any of the pres- 
ent garage locations. 

(b) Utilization of present carhouse structure to the extent that it would 
prove to be physically and economically feasible to adapt any of these struc- 
tures for efficient use as motorbus garages, or utilization of present carhouse 

(c) Purchase of new sites and construction of new buildings. 

The company now has 6 bus garages, as follows: 


Total bus | Number of | Undercover 
storage assigned storage 
capacity buses capacity 


Garage location 
A A 


1. Western—Wisconsin Ave. and Harrison St. NW.!._____._-___-.-- 
2. Northern—14th and Decatur NW.?____...-.....---.--.-------.-. 
3. Central—Georgia Ave. and W St. NW 

4. Brookland—9th and Michigan NE 

5. Trinidad—16th and Benning Road NE 

6. Southwestern—Half and M Sts. SE..._.......----..------------ 


S| seseez 


i Adjoins the rear of Western car house. / 
2 Adjoins the rear of Northern car house and utilizes basement level of the car house for bus storage. 


A—Based on 35-foot buses. 
B—Estimated for 40-foot (51-seat) buses. 
C—Buses of assorted sizes, present fleet. 


It is obvious from the figures above that present bus garage facilities taken 
as a group, offer little, if any, additional bus storage capacity when consideration 
is given to the fact that all future increases in the bus fleet will probably be 
40-foot buses. This means that additional capacity in connection with present 
garage locations would necessitate the purchase of additional property. Such 
a procedure would, of course, be expensive, would probably require condemnation 
and for. certain of the locations might encounter the problem of zoning 
regulations. 

From the standpoint of the most economical operation with a 100 percent 
motorbus fleet, it would be desirable to consolidate as many as possible of the pres- 
ent operating locations. With a total fleet of somewhere around 1,300 buses, 
operations could be most economically carried on from not to exceed 6 total 
locations as against the 10 which the system would have if all present garage 
and carhouse locations were maintained. 

The most obvious procedure to provide inspection and housing facilities for 
some 430 additional buses would be to utilize the present carhouse facilities 
as they become available with the termination of rail operation. This is the 
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procedure which has been used to a large extent on other properties where 
streetcar service has been converted into motorbus. In Washington, however 
this procedure presents certain serious problems. ; 

Of the 6 present carhouses, 4, namely, northern, eastern, navy yard and 
southern are located on the conduit track system. While cars do not operate 
with the underground trolley on the storage tracks at these carhouses, the 
plows are left on the cars, which means that all of the storage tracks in these 
four carhouses are built over pits and the transfer of the cars from the oper- 
ating tracks to the storage tracks is accomplished by the use of transfer tables. 
For movement of the cars on the storage tracks the car is powered by a plug-in 
feeder cable which is energized from a small trolley carriage running on a 
pair of overhead wires. The conversion of this type of structure from street- 
car to motorbus use involves the problem of either filling up or covering over 
the depressed floor area on which the transfer table operates and the pit space 
between the rails. With respect to eastern, navy yard, and southern carhouses, 
there would be no structural problem in this connection as the tracks are 
located on ground level. At northern carhouse the problem is more serious. 
The car storage floor which is at street level on the 14th Street side of the 
building is in fact the second floor level for the major portion of the building 
with a ground level floor which opens to the rear of the structure and which 
is now used for the storage of buses housed at northern garage. The rails 
in the car storage space on the second floor are supported on columns and 
beams but there is some question as to whether the concrete floor covering 
the space between adjacent tracks is of sufficient strength to permit motor 
bus operation which could not, of course, be confined to the exact location of 
the present rails. 

Another problem, particularly .with respect to northern, navy yard, and 
southern carhouses is that the bays between the supporting roof columns are 
barely wide enough for 2 or 3 lanes of streetcars, as the case may be, and are 
not wide enough to be utilized for the same number of lanes of free wheeling 
buses. A further drawback is that in these carhouses, most of the buses would 
have to be backed into the storage lanes, a procedure which is time consuming 
and dangerous. 

In the case of eastern car house the clearances between supporting columns 
is much more adequate and additional doors could be placed in each end of the 
structure to permit the through operation of buses. That structure, however, 
has a considerable amount of exposed steel and some exposed timbers and would 
probably require extensive fireproofing in order to conform to the building code 
regulations applicable to structures used for motorbus storage. This problem 
would not be encountered at northern, navy yard or southern car houses as they 
are reinforced concrete structures. 

The two remaining car houses, namely western and northeastern, are located 
on overhead trolley track and do not have pits except to the limited extent 
necessary for streetcar inspection purposes. The building structure at north- 
eastern is reasonably modern and that car house location could be converted to 
motorbus use at what might be considered a nominal cost. Western car house 
immediately adjoins western garage and the land area and possibly the present 
structure could also be adapted to bus use at nominal expense. 

At the present time all motor bus maintenance is carried on at the Fourth 
Street shops, at which the body repair and painting work is done for streetcars. 
The mechanical and electrical work in connection with streetcar maintenance 
is now carried on at the M Street shops of the company in Georgetown. Since 
all motorbus maintenance work for a 100 percent bus fleet should be carried on 
in one location, there would be no economic justification in attempting to adapt 
the M Street shops for any portion of bus maintenance. There is some question 
in our minds as to whether the floor space which would be made available at the 
Fourth Street shops by the elimination of the streetcar body and paint work 
would provide a sufficient area for increasing the facilities at that location for 
the efficient maintenance of a motorbus fleet 50 percent larger than that which the 
system now has. 

These comments are made to point out some of the physical difficulties which 
will have to be overcome in providing proper storage, inspection and maintenance 
facilities for 430 motorbuses. The reconstruction costs involved at all of the 
present car stations except western and northeastern would be very substantial 
and it is questionable in our minds whether, even with such substantial expendi- 
tures in money, the resulting structures would provide for efficient operation. 
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Another and important aspect of this problem is that little, if any, of the 
required reconstruction could be carried on as long as streetcar operations were 
maintained at a given location. This would mean that the major part of the 
reconstruction work at any one location would have to be done after streetcar 
operation was terminated from that location and until such work was completed 
that particular location would not be available as a bus garage. The structures 
at navy yard car house and Fourth Street shops occupy the entire site area. At 
eastern car house there is a small open yard at one corner of the site and at 
southern car house there is a small open yard on an adjacent piece of property. 

Based on these various problems which we have discussed, it is our estimate 
that the provision of adequate storage and servicing facilities for 480 additional 
buses would involve expenditures ranging from a minimum of $2 million to as 
much as $4 million and that the providing of adequate shop facilities for the 
increased bus fleet would involve costs from $1,000,000 to $2,500,000, depending 
in each case on a more careful study of the properties to determine to what extent 
the present sites and structures could be utilized. 


Other conversion problems 


All present streetcar operators have not qualified as motorbus operators, and 
some of them would not be able to meet the requirements for such operations. 
It would be necessary, therefore, to train a substantial number of men as motor- 
bus operators. The same situation exists with respect to the present streetcar 
shop personnel. Time would be required to procure the necessary number of 
men and further time would be needed for operator training. 

Present employees who could not qualify for these new job requirements would 
present a problem to the system, particularly if these was an immediate 100 
percent conversion to motorbus. With such a program spread over a number of 
years, as we have recommended, there would be more opportunity to work out 
this problem. 

There are two locations, at least, on the system where the direct substitution 
of motorbuses for streetcars present operating problems. The major one is 
the Cabin John route (No. 20) where there is no adequate immediately parallel- 
ing highway. Also, we are advised that certain limitations as to the weights of 
vehicles which can operate on Conduit Road would prevent the use of large 
capacity buses. Another location is the underground rail terminal at the Bureau 
of Engraving where short-radius turns and ventilating problems would require 
some alterations to the present structure. We understand that the Du Pont 
Circle rail underpass could be used for motorbuses with little, if any, expendi- 
tures except for paving the approaches. 


EFFECT OF CONVERSION ON GENERAL TRAFFIC CONDITIONS 


Traffic congestion is caused primarily by too many vehicles in relation to the 
available street space, rather than by the type of vehicle. It is our opinion that 
many of the conclusions as to the causes of and possible remedies for traffic 
problems are based too frequently on sentiment rather than on facts. 

Transit vehicles of any type do without question contribute somewhat to 
traffic delays, but this is also true with respect to all other types of vehicles 
using public streets. One major utilization of street space by the streetcars 
in Washington is the presence of some 487 fixed or movable passenger-loading 
platforms adjacent to the car tracks. However, with respect to only 53 of these 
loading platforms are nontransit vehicles prohibited from using the lefthand 
lane and of these 53 exceptions 24 of them are on Pennsylvania Avenue NW.., 
an exceptionally wide street. In these particular cases, where nontransit ve- 
hicles are prohibited from using the lefthand lane, the presence of these load- 
ing platforms reduces the number of traffic lanes available for such vehicles. 
It is probably true that in a few of the some 434 locations where nontransit 
vehicles can use either the left- or right-hand lanes at loading platforms, the 
presence of such platforms may also reduce the total number of traffic lanes. 
The other side of this picture is that at these 434 locations the presence of non- 
transit vehicles on the lefthand side of passenger-loading platforms frequently 
causes substantial delays to streetcars. 

The turning movements of vehicles and the presence of pedestrians are also 
contributing causes to traffic delays. There is no question but what streetcars 
are delayed more frequently than buses by left-turning vehicles. On the other 
hand the right-turning movements of general traffic universally cause greater 
delays to motorbuses because of pedestrian interference than they do to street- 
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cars. All transit vehicles whether streetcars or motorbuses cause delays to 
other traffic which are unavoidable because of the necessary stops which transit 
vehicles must make for the pickup and discharge of passengers. 

It is our opinion that in the overall picture the conversion of the present rail 
operations to motorbus will not result in any material improvement in the general 
traffic situation. It is, of course, obvious that the removal of two-way streetcar 
operation would permit reversible traffic lanes or 100 percent one-way vehicle 
operation in the relatively few locations on streetcar routes where such traffic 
devices might be advantageous. 

It has been our belief for sometime that the only permanent and effective 
method of securing real traffic relief is to reduce the number of nonessential 
vehicles which are at present using available street space in downtown areas, 
either as vehicles in motion or as parked vehicles. It would definitely be to the 
economic advantage of the Washington metropolitan area if the movement of 
both people and goods could be expedited, particularly in the downtown area. 

To accomplish this with existing street facilities requires the most efficient 
use of present pavement widths and this can best be accomplished by a reduc- 
tion in some way of the present excessive use of such pavements by private auto- 
mobiles, particularly the automobile commuters who drive to and from their places 
of work every day. This condition is more acute in Washington than in most 
other cities because of the unusually extensive facilities in or adjacent to the 
downtown area for free all-day automobile parking. 


RECOM MENDED CONVERSION PROGRAM 


As indicated above the expenditures required for track replacements in the 
next 1l-year period—1955 through 1965—have been estimated at $7,573,000 if 
the entire present rail system is to be continued as an operating entity. These 
expenditures have been estimated by years as follows: 


Estimated expenditures for track replacements , 

TR ee ne Ce ee eee 386, 000 
eh clan cages cantatas cnet UI eet ee 187, 000 
WGethcheadt SS i Ball Seer eee ek oe oe ee 485, 000 
Tee, aa pee at eT ei, ee 1, 520, 000 
Li i SE eS 244, 000 

Dich i UO 1, 877, 000 ‘Total (ii yeats) 2.22 F 7, 573, 000 
pS SECRETED RAS EE ORT SE 705, 000 


In working out our conversion program we have attempted to arrive at the 
best compromise combination of all factors to arrive at the following objective: 

To secure the longest possible future service of life of the present track with the 
minimum aggregate expenditures for track replacements and have at all times a 
useful rail operation utilizing existing terminal and looping facilities, maintaining 
access to adequate car house and shop facilities and fitting in, as far as possible, 
with proposed highway improvements. Our program requires the construction 
of no new track or track connections. 

In our timing of the conversions to bus of the various routes or portions 
of routes we have been guided primarily by the track replacement costs which 
have been estimated as necessary at various locations and during various future 
years. These estimates have been based on a program which would keep the rail 
system in approximately its present average physical condition and not on the 
premise of maintaining a safe and serviceable system for only a limited future 
period of operation as is contemplated in our conversion program. We have, 
therefore, based our program on the assumption that with an early retirement 
date in sight, certain sections of present track can be kept in service somewhat 
longer without making the major expenditures at the times estimated. 

Our suggested conversion program is divided into five sections or phases as 
follows: 

Phase 1.—To be completed during 1956-57. (See map 2.) Streetcar operation 
to be discontinued over the following locations 

Mount Pleasant, routes No. 40 and No. 42 west of 14th and H Streets NW. 

13th and D NE., route No. 42 east of Union Station Plaza. 

11th and Monroe, route No. 60 on 11th Street north of E, on E Street and 
on 9th Street from Pennsylvania Avenue to G Street NW. 

Double track in south portion of Union Station Plaza. 

Routes No. 90 and No. 92 west of 14th and U Streets NW. 


74323—56——20 
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Route No. 40, Lincoln Park, cars would then have to be terminated at some 
point downtown such as Potomac Park loop or on F. Street, 14th Street and G 
Street loop. Route No. 90 and No. 92 carg would be divided between northerly 
terminals at the T Street, Seventh Street and U Street loop or 14th and Decatur. 
The removal of the south half of the loop at Union Station Plaza will require 
a relocating of the eastern terminal of the Cabin John No. 20 carline and should 
permit the proposed rearrangement of the roadways in the Plaza without addi- 
tional track changes. These changes should release about 77 streetcars and 
require the purchase of 90 buses. 

If it proves to be economically feasible to convert eastern car house to a bus 
garage, that work could be commenced in connection with phase 1, and a portion 
of the new buses housed at that location. The remainder of the additional 
buses should be housed in the north central area of the city if facilities could 
be made available at either northern or central garages. 

Phase 2.—To be completed during 1957-58. (See map3.) Streetcar operation 
to be discontinued over the Maryland line (route No. 82) between 5th and G 
Streets NW. and Branchville. 

This change should release about 25 streetcars and will require the purchase 
of about 30 buses. It will be necessary to retain the track on Fourth Street NE. 
from the northeastern car house to Michigan as the Brookland, route No. 80, 
cars are housed at that car house and should continue to be housed there together 
with the 30 new buses. 

Phase 3.—To be completed during 1958-59. (See map 4.) Streetcar opera- 
tion to be discontinued over the following locations: 

Routes No. 20, No. 30 and No. 80 west of Pennsylvania Avenue and 19th NW. 

Route No. 92 between Florida and New Jersey and Eighth and Pennsyl- 
vania SE. 

Route No. 50, on 14th Street south of Pennsylvania (Bureau of Engraving). 

These changes are necessitated primarily because of major track reconstruc- 
tion requirements on Pennsylvania Avenue west of 19th and on M Street. They 
will eliminate the Cabin John route (No. 20) for which motor bus replacement 
represents a serious problem because of the lack of an immediately paralleling 
highway and certain vehicle weight limitations on Conduit Road. The elimina- 
tion of the Rosslyn end of route No. 80 would remove the question of track re- 
construction in connection with the widening of the Key Bridge. Western car 
house would be isolated from the remaining rail system and should be converted 
to become an enlargement of western garage for the housing of some of the new 
buses required. These changes should release about 105 streetcars and would 
require the purchase of 115 buses. 

This will isolate the M Street shops. Temporary arrangements would have to 
be made to carry on all streetcar maintenance for the balance of the period of 
rail operation at the 4th Street shops and southern car house. 

Phase 4.—To be completed during 1960-61. (See map 5.) Streetcar operation 
to be discontinued over the following locations: 

14th Street, routes No. 50 and No. 54 north of 14th and G Streets NW. 

Seventh and Georgia Avenue, routes No. 70, No. 72 and No. 74 north of 
Seventh and Pennsylvania NW. 

U Street from 7th to 14th NW. 

East Capitol (Lincoln Park) route No. 40, east of First St. 

Independence Avenue from First SW to First SE. 

First Street west from Independence to C Street NW. 

C Street, D Street, Indiana Avenue and Fifth Street from First and C 
Streets, NE to Fifth and G Streets NW. 

Pennsylvania Avenue from Seventh Street NW to Peace Monument, in- 
cluding loop. 

Pennsylvania Avenue from Eighth Street SE to Barney Circle. 

These major changes would leave a rail system serving the Potomac Park 
and Southwest Mall loops, the Navy Yard, south Seventh Street and Brookland 
with a crosstown line from the Navy Yard to Seventh Street and Florida Avenue. 
Service to Barney Circle has been dropped because of the lack of track connec- 
tions to reach Barney Circle from Navy Yard car house. 

These changes would release about 108 streetcars and require the purchase 
of 115 buses. Both eastern and northern car houses become isolated from the 
rail system, leaving Navy Yard and southern car houses. 

Phase 5 (final).—To be completed during 1961-62. (See map 5.) 





WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 301 


This final phase discontinues all remaining streetcar service and releases the 
streetcars required to provide the 64 necessary to operate the rail system existing 
after phase 4. This final phase will require the purchase of 80 buses. 

This conversion program is outlined for completion about 1962. Existing track 
conditions would probably permit certain of the route conversions to be made at 
somewhat later dates than those indicated. Our program would permit the 
realization of from 1 to 7 or 8 years of additional service life for the present 
streetcar system, and we estimate that the required expenditures for track re- 
newals and repavements in the meantime would aggregate approximately $1 
million. Even then the streetcars, practically all of the overhead trolley track 
and substantial portions of the conduit track would go out of service many years 
before the end of their potential future service life. 

This program would also provide time for working out the physical and 
financial problems incident to a conversion of this magnitude and would be gen- 
erally in line with the procedures which have been followed in most other cities. 
The purchase of new buses would be distributed over the conversion period as 
follows: 


Estimated bus purchases for conversion 


Years Number of | Estimated 


buses cost 
i aitaditimainiatiaiiaieoan oat : Fer praca tet cathe igsaig i ai ——|—____|___ 
eee - eee ee be | 90 $1, 980, 000 
RE nn, ck +3 cs : aoe -| 30 660, 000 
no are . : ae aes 115 2, 530, 000 
SO sp iE a a ns one pee es ens 115 2, 530, 000 
a iE Eee F snd een see Sear el 80 1, 760, 000 
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IMPACT ON THE FUTURE OF TRANSIT OF PROPOSED HIGHWAY IMPROVEMENTS 


Currently there are under consideration several specific plans for highway 
improvements in the District of Columbia. The major project, on the layout 
ot which DeLeuw-Cather & Co. has been working, is a limited access belt high- 
way to provide for by-passing traffic around the central business area, with new 
bridges over the Potomac River, access to the Anacostia River bridges and a 
north and south center connection of similar characteristics running roughly 
from the belt highway at F and Second Streets SW along Second and First 
Streets and New Jersey Avenue to the Belt Highway at about Q or R Streets NW. 

Among the proposed local projects are a rearrangement of the roadways in 
and around Union Station Plaza, the widening of Independence Avenue east of 
about Second Street SW., the widening of the roadway on the Key Bridge and 
additional one-way streets or the use of reversible traffic lanes. 

In our conversion program we have provided for the elimination at an 
early date of the double tracks now located in the southern portion of the Union 
Station Plaza and the double track branchoff leading from the Plaza into Massa- 
chusetts Avenue SE. This should permit the retention of the present northerly 
tracks in the Union Station Plaza connecting Massachusetts Avenue NW., with 
First Street NE., and still allow for satisfactory roadway rearrangements. 

The proposed widening of Independence Avenue is at a location where the 
tracks in that street are an important link between the rail system in the south- 
eastern section of Washington and the downtown area. Our proposed conver- 
sion program contemplates the retention of these tracks in their present location 
for a short future period so as to avoid the necessity of circuitous routings. 

The proposed Key Bridge widening is specifically referred to in the outline of 
our conversion program. 

The comprehensive Belt Highway program will present some problems to the 
transit system for both its present bus as well as its rail operations. Insofar as 
phase I of the Belt Highway is concerned, the principal problems relate to the 
present Southwest Mall track loop situated immediately south of Independence 
Avenue, on 3d, 2d, and D Streets SW. The proposed route of the center con- 
nection of the Belt Highway will require the closing of 2d Street SW., from 
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Independence Avenue to south of E Street, and will mean that rail service over 
the Southwest Mall loop will have to be discontinued whenever highway con- 
struction at that location is commenced. Also, in connection with phase I of 
the Belt Highway, separated grades will have to be provided on 7th Street SW. 
at approximately F Street and on Independence Avenue at Canal Street. 

Separated grades with provision for streetear tracks will also have to be 
provided at 22 other locations provided construction of future stages of the pro- 
posed Belt Highway commence before streetcar operations are eliminated on 
these particular streets. 

These locations and the dates at which our program contemplates the discon- 
tinuance of streetcar service are as follows: 




















BA ih : | Date of con- 
Street on which there are now tracks | Section a oe ame ny eae ie = 
gram 

Pennsylvania Ave. NW. at W: es Circle _- a et ee Oe ee 1958-59 
Connecticut Ave. NW get ebeinattelink Geasoite Se 1956-57 
ol a ee eee amet te Mey O “North__ Sttlb sented eae 1960-61 
lith St. NW- santana isuniigtirdinadiiaeaae inichanaliamdbinieteta, dian cn Sesdianaiagesieid 1956-57 
7th St. NW_____- bean wauneoedic ess rereyarer’ G Northeast- an 1960-61 
New Jersey Ave. NW_____ Sieve mines eae __......-----..| Northeast and central_ anael 1961-62 
I Os, i cab ee ee Bee ad POG ii .. 2a. 5 «bee 1961-62 
TIE: TEI scl cates ene minssecmesemmmmneinnnmsmeton ee ee ern | 1957-58 
I GIs BE ic nna rheictinamunnbuginbanommnivemaan beni Te 1958-59 
8th St. NE- citi tiny dectvan dechon in Seta ecktead xieddddin gatainehn dec aks ee eagsda cra nae tee 1958-59 
D St. NE- 5 Bae. StS cdebid dbcseas ~ be acidsinibios ee naa Poe ad, on ae 1956-57 
C 8t. NE.-._-. S eebanceal aiceieietaniean Shien artes aah dea iiemeginuk aie 1956-57 
East Capitol J bana de ie eiesias'ciia to seetciniaaeReeat bias ao oe Seo Oe eres 1960-61 
Pennsylvania Ave. SE_ BF le, se a decalestdesieserinah gp iverehsediokes boewasee ote ane INES teed ut So 
a a il ee eee a a NN 6 isi lanncannalen | 1961-62 
7th St. SW __ ‘id nk cbegasitmadieaes staiebgie on aatanaaname | Southwest. _.....____- pone 1961-62 
New York Ave. NW. = havea aivcndbeneeeaiing | eae insstat 1957-58 
G St. NW._____- Be et as ee Noah Se ee eee 1961-62 
D St. NW_... SED achelacdudtadstdban RES, ae? Oe Meee i de 
Indiana Ave. NW- sesuinnicass Eliconeie i eke ctea ints .----| 1960-61 
Pennsylvania Ave. NW. near Peace Monument_.._.__---_--|--.-- eset 5 ss. sug dh csbeeh’ 1960-61 
~~ Ave. SW_.-- Se basse tania inca ae ceeete  F 1960-61 

| 1961-62 


tae eccocta cotati: tice a ee eee cand Mee ah ra radeon ate 
! 


On New Jersey Avenue between N and O Streets NW. and on Florida Avenue 
from 4th to 8th Streets NE., the indicated street changes are so substantial that 
street railway track relocation would be required. We are advised, however, 
that construction on those particular portions of the proposed Belt Highway is 
a considerable distance in the future. 

It also should be noted that the proposed extension of the Belt Highway east- 
ward from 11th Street NE. to the Anacostia River would deprive the transit 
system of its present Trinidad motorbus garage located on Benning Road imme- 
diately east of 15th Street NE. Also the connection of the Belt Highway with 
the John Phillip Sousa Bridge would necessitate the elimination or relocation of 
the present streetcar and bus terminal at Barney Circle. 

These highway improvements in the District of Columbia which are currently 
being planned and many others which have been completed in the past few years 
are primarily for the benefit of the private automobile driver. None of them 
has or will be of much, if any, benefit to local mass transportation. Many 
actually make local transit operation more difficult, some have actually cost 
the transit system substantial amounts of money, and all of them contribute 
materially to the increased use of private automobiles and, therefore, to the 
continuing decline in transit riders. Many millions of dollars are spent in 
attempts to enable vehicles to move more freely when the real problem is the 
movement of people and essential goods. A large part of these expenditures could 
be saved if existing street space were used more efficiently, as would be the 
situation if more of the public used transit vehicles, particularly in the congested 
areas. Unfortunately, the trend is the other way, primarily because of this sub- 
sidized competition with which transit has to compete without the benefits of 
any similar assistance. 


W.C. GrtmMan & Co. 
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Mr. Harris. Now, do I understand you to say—and I want to get 
it again—that 70 percent of the buses of the Capital Transit Eo. 
are made by some company ? 

Mr. Roperts. Yes, sir. 

Mr. Harris. What was the name of that company ? 

Mr. Rozerts. The White Co. 

Mr. Harris. The White Co.? 

Mr. Roserts. Yes, sir. 

Mr. Harris. And that company is not in business any more? 

Mr. Roserts. Not in the business of manufacturing buses. They 
are confining themselves to trucks. 

Mr. Harris. Now, what about spare parts that are necessary—spare 
parts to keep those buses going? 

Mr. Roserts. That always presents a problem when a company 
stops manufacturing the vehicle. That problem becomes more acute 
as the buses get older. I do not know specifically what arrangement 
the White Co. has made for supplying parts. 

Mr. Harris. And did I understand you to say that because of that 
that some 70 percent of the buses of the Capital Transit Co. are fast 
becoming obsolete ? 

Mr. Roserts. They are more obsolete than they would be otherwise, 
because the manufacturer is no longer in business. It would be in 
the same spot that you would be in if you owned a Reo automobile, 
for example. 

Mr. Harris. Well, that presents quite a problem here for the 
Capital Transit program, whither it is to be operated by private or 
public organization. And I wanted to get this clear. As I under- 
stand from your study, started in 1953 and concluded in 1955, you 
think that the present system should have more buses for this fiscal 
year—for the year 1956—about $314 million put into bus operations? 

Mr. Roserts. Yes, sir. 

Mr. Harris. Into the new bus system ? 

Mr. Roserts. Yes, sir. 

Mr. Harris. I think it is in the record but I do not recall it. Is 
the company putting any new buses in operation this year? 

Mr. Roserts. None that I know of, sir. 

Mr. Harris. Now, then, do I understand you to say that had they 
operated an all-bus system for the year 1955, there would have been 
a savings in operations and taxes of over $2 million? 

Mr. Rozerts. Yes, sir; almost $3 million before income taxes. 

Mr. Harris. Mr. Williams, any questions? 

Mr. Witu1aMs. I believe not. 

Mr. Harris. Mr. Hale. 

Mr. Hate. No questions. 

Mr. Harris. Mr. Chairman. 

The Cuatrman. No questions. 

Mr. Harris. Mr. Rogers. 

Mr. Rocers. Mr. Roberts, I believe you said you were a consultant 
in this matter? 

Mr. Roserts. Yes, sir. 

Mr. Rogers. Have you been employed by any of the bonding com- 
panies at any time in relation to the financing of these systems, in 
making engineering reports or reports as to the good or bad in some 





WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 309 


systems, to support a bond issue that they were thinking about buying ? 

Mr. Rozerts. No, sir. The nearest I have come to doing anything 
of that sort was in Seattle where the bond indenture requires the em- 
ployment of an engineer of national reputation to report on the op- 
erations and the physical condition of the property and the outlook, 
once a year. 

I performed that service in Seattle for the last 3 years that there 
were outstanding bonds. 

Mr. Rogers. Now, what years? 

Mr. Roserts. Those were the years 1947, 1948, and 1949. 

Mr. Rogers. And you have not represented any bonding company 
of any kind since then in relation to giving them information that 
: —= gr need to determine whether or not they would finance the 

onds 

Mr. Roserts. No, I have not. 

Mr. Rogers. Now, Mr. Roberts, what is your connection with this 
particular situation? Who is your employer in this situation? 

Mr. Roserts. I have been employed by the Public Utilities Com- 
mission intermittently since 1953 on transit matters. 

Mr. Rogers. You say intermittently since 1953 ? 

Mr. Roperts. 1953. 

Mr. Rocers. 1953 ? 

Mr. Roserts. Yes, sir. 

Mr. Rogers. Now, in this particular situation that has come up in 
the last year or two, have you been employed by them on a fee basis? 

Mr. Roserts. Yes, sir. 

Mr. Rogers. To make the report concerning the switchover from 
streetcars to buses, or has your report encompassed other matters? 

Mr. Roserts. The essential nature of my employment was in con- 
nection with the company’s application for increased fares that was 
made last June. 

I made this report on bus substitution because that was an element 
which the Commission wished to consider in determining their action 
on the company’s application. 

Mr. Rogers. Well, now, have you been requested in your consulta- 
tion, as a consulting engineer, to give the Public Utilities Commission 
any advice or counsel on the possibility of making the Public 
Authority work ? 

Mr. Roserts. Nothing specifically of that sort; no, sir. 

Mr. Rogers. In other words, that was not contained within the con- 
fines of your employment, so far as you are concerned ? 

Mr. Roserts. That is right. 

Mr. Rocers. That is all, Mr. Chairman. 

Mr. Harris. Now let me ask you this: You stated how many street- 
cars were in operation in 1926. 

Mr. Roserts. In the United States. 

Mr. Harrts. In the United States. 

Mr. Roserts. 42,857. 

Mr. Harris. How many in 1955? 

Mr. Roserts. I do not have an exact figure because I have not been 
in my office for over 2 months; but it is 5,000 or less. I have the actual 
figure for 1954, which was 6,400, and there have been extensive elimi- 
nations of streetcars since 1954. 
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Mr. Harris. From 40,000 to less than 5,000 now. 

Mr. Rozerts. Yes, sir. 

Mr. Harris. And the bus operation has gone from what figure ? 

Mr. Roserts. Motorbuses—there were 14,400 in city transit serv- 
ive only. 

Mr. Harris. When? 

Mr. Roserts. In 1926. 

Mr. Harris. Yes. 

Mr. Roserts. And in 1954, 54,000. 

Mr. Harris. Buses? 

Mr. Roserts. Motorbuses. And an additional 8,598 trackless 
trolleys. 

Mr. Harris. Now, you said the streetcar operations today are in 
New Orleans principally, Boston, and what other places? 

Mr. Roserts. Well, the largest users of streetcars are Philadelphia 
and Pittsburgh, Pa., followed by Boston and Washington, and then 
there are some small lots of street cars, for example 12 in Rochester, 
N. Y., to run on a subway line there; 88 in Oakland, to run over the 
bridge between San Francisco and Oakland; 40 in Newark, to run in 
the subway in Newark; approximately 100 in Kansas City, where 
they are being rapidly eliminated; 100 which I mentioned in: New 
Orleans; 157 in Milwaukee; 185 in San Francisco, where they are 
necessary because of the Twin Peaks tunnel operation; 300 in St. 
Louis; 409 in Baltimore, where again they are being rapidly elim- 
inated ; and there are a few still in Los Angeles. 

Mr. Harris. Do you have the figures on Baltimore? You said they 
are being rapidly eliminated. 

Mr. Roserts. My figures are as of 1954, and I know there have been 
extensive substitutions in Baltimore since then. 

In 1954, the Baltimore company had 409 streetcars. 

Mr. Harris. What did they have in 1953 ? 

Mr. Roserts. I do not have that figure before me; but they have 
gone through an extensive replacement under the present National 
Cities’ management since 1948. 

Mr. Harris. What did they have in 1948? 

Mr. Roserrs. I can only give my recollection in percentages. That 
is 60 to 70 percent of their operations was with street cars in 1948. 

Mr. Harris. What percentage is it now ? 

Mr. Roserts, Asereaundly 25 percent, I would say. 

Mr. Harris. Any further questions? Mr. Dolliver? 

Mr. Dotitver. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hate. I suppose it has been many, many years since a street car 
track has been laid in any American city, has it not ? 

Mr. Ropserts. Yes; with some very minor exceptions. Some tracks 
were laid during the war to war plants. 

Mr. Hate. I am not talking about renewals. I mean new tracks. 

Mr. Roserts. That is right. No extensions of any magnitude have 
been made in the last 30 years. 

Mr. Haue. Thirty years ? 

Mr. Ropers. Yes. 

Mr. Hate. That is surprising. 





WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 311 


Mr. Roserts. I recall very clearly the company which I ran in New 
York city, I converted in 1937, and I recall very clearly being kidded 
as anoldtimer before I made that conversion, 20 years ago. 

Mr. Hate. The figures that you have given are for street cars? 

Mr. Roserts. Yes, sir. 

Mr. Hate. That does not include subways, like the New York sub- 
way ? 

Mr. Roperts. No, sir. 

Mr. Hare. You are talking about surface trolleys ? 

Mr. Roserts. Yes, sir; that is correct. 

Mr. Hare. Of course, subway operations are all from trolleys and 
not, buses. 

Mr. Roserts. Yes; they use a special type of car usually with a third 
rail; private right-of-way, and high speed cars. 

Mr. Rogers. Will the gentleman yield ? 

Mr. Hate. Yes. 

Mr. Rogers. I just want to make this observation. Some of us were 
in Bucharest last fall and found that they were tearing up the streets 
to put down street car tracks. They were installing a trolley system. 

Mr. Rozerts, It may be that there is a relative difference in the cost 
of electricity and diesel fuel or gasoline. That is a very important 
element. That may have had something to do with it. 

Mr. Rocers. That is very surprising so far as Bucharest is con- 
cerned, because they are very close to the Ploesti oil field. It is just 
a very few minutes’ drive from there. 

Mr. Harris. When you were employed by the Capital Transit Co.— 
I believe you said that was in 1937 the last time? 

Mr. Roserts. Yes, sir. 

Mr. Harris. Did you consider at that time anything in connection 
with this question of conversion ? 

Mr. Roperts. No, my assignment then was to consider the physical 
condition of the rolling stock and its value for rate-making purposes. 
The company at that time was going through a process of fairly rapid 
conversion, as you will see from the graph which I have presented to 
you. 

Mr. Harris. On that graph, what is the dotted line? 

Mr. Roperrs. The dotted line indicates the percentage of the mile- 
age rather than the percentage of the vehicles. I put that on because 
there was a very intensive use of the streetcars here during the war 
years, and you will notice that there is considerable deviation of the 
dotted line from the full line during the war years. 

Mr. Harris. I notice it goes down rather extensively since then, 
too. 

Mr. Roserts. Yes; it has been right in line with the solid line, show- 
ing the number of vehicles. 

Mr. Harris. W. C. Gilman recommends, and I believe you stated, 
that there was to be a gradual conversion starting this year and reach- 
ing its full status in 1962? : 

Mr. Roserts. Reaching completion in 1962; but with a very sub- 
stantial conversion in 1956 and 1957. _ 

For example, the entire 11th Street line, he recommends be elimi- 
nated immediately. 

The west end of the Mount Pleasant 

Mr. Harris. What page is that on? 
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Mr. Roserts. On VI. He would eliminate the Mount Pleasant line 
west of 14th and H Streets; 13th and D line east of the Union Station 
Plaza; routes 90 and 92, west of 14th and U Streets; and some of 
the tracks in the plaza at the Union Station. 

Mr. Harris. Well, we thank you very much, Mr. Roberts. We 
are very glad to have had your testimony. 

Mr. Rozerts. Thank you. 

Mr. Harris. Mr. Roberts, I intended to ask you, if you would, to 
give us a little further breakdown for the record of the operating 
expenses and taxes exclusive of operators’ wages and gross receipts 
taxes on page 4 in the analysis that you submitted. 

Mr. Roserts. I shall do that and submit it. 

(The information requested follows :) 

MEMORANDUM IN RE DETAIL OF OPERATING EXPENSES AND TAXES, EXCLUSIVE OF 


OPERATOR’S WAGES AND Gross RECEIPTS TAXES, FOR THE 4 MoNTHS JANUARY- 
Aprit 1955 (Line 4, P. 4, or Stupy By EpwArp A. RoBerts) 





The committee requested that it be furnished with a detailed breakdown of 
the item of “Operating expenses and taxes,” exclusive of operators’ wages and 
gross receipts taxes, for the 4 months January—April 1955, as set forth on line 4 
of page 4 of the study presented by Mr. Edward A. Roberts, showing the esti- 
mated savings to be realized from conversion to an all-bus operation. The 
figures are summarized below and are supported by the attached detail schedules. 





Cost per mile 
operated 


Amount 











Rail operations (3,697,494 miles operated): 
Operating expenses: Cents 

















Maintenance of way and structures................--.--...--.--- $302, 026 8. 168 
I cn cnnncnccusne shaxtudssueareschotn 368, 622 9. 970 
Phat icnshckg cc taseblins obuviccieccosdnapecdatommnuas tubes 298, 959 8. 085 
Ce CI 6b divin tice pode oopadademminascesany 465, 963 12. 602 
EE iis cat dttciaknah.comiocaseesaneotatneonnsccettaawed 4, 397 .119 
ARIAT CIE GUI an sic iecicededinivponcdstbecckdhine 580, 379 15. 697 
WS oa cad Sab see wee badddebwbiein teccatisisictodgli 2, 020, 346 54. 641 
I ca i crentintdiines wade da dae an cia cipnntniane taeda 348, 131 9. 415 
CEC oC naconatuscuctecrstgretesendeseetebenacsqasndascaseeas 27, 800 . 752 
Tames Claris WN CNG ia ok ds Seki pci chew tecdadeinn 76, 099 2. 058 
Tobeowh ms i Sc Aen ct i. ise ae 2, 472, 376 66. 866 
us operations (6,947,320 miles operated): 
Operating expenses: 
Maintenance of plant and equipment.-_...............-..-..--.-- 790, 041 11. 372 
Operating garage expenses. -....................--.-----..--.----. 592, 034 8. 522 
Conducting transportation ‘ 337, 993 4. 865 
Traffic promotion --_--.......- 18, 481 . 266 
AGmmiaietaabinn cell. Gena a os cciasin ine dosvbickdensnaroccoccetsie 512,710 7. 380 
i 5 cscs cA ici thd Rida bie sad ded 2, 251, 259 32. 405 
RENE: « » tccatelnnitianboestimaudieentonedoassettvtbed 329, 912 4.749 
GRO CUE |S, dink... ck Essa ee ep aaa ees Plinetons at entesenoksepfensedscbehsusees iss pecesinvenceee 
SOmnes SUae CA MONO CI oi isis nc ih og bn dnteigt pn hb - ogee 249, 396 3. 589 
Ot Pee Aeris nicntiedanscathice «ta ctrneonse apiece 2, 830, 567 40. 743 


The amount of $1,506,470 shown in the second column on line 4 of the study 
is the result of applying the above unit cost of 40.743 cents per bus-mile to the 
equivalent number of bus-miles as shown on line 1 to be substituted for streetcar- 
miles, or 3,697,494 miles. 

As stated in the study, the following items of cost were excluded in developing 
the amounts shown on line 4 of the study: 
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7” 
| Cost per mile 

Am I 

mount operated 


Rail operations: j | Cents 
os oe cialeimeitis bin cudhandiidaidamemaed $1, 076, 397 | 29. 112 
Gross receipts taxes ipa deniaie ‘ : eitteda 6 85, 127 | 2. 302 


| 


1, 161, 524 | 
Bus operations: ; 
Operators’ wages 
Gross receipts taxes_.-.- -- 


We atdiddidinnnine 





' 


CAPITAL TRANSIT Co. 


ScHEDULE 1.—Detail of rail operating expenses, excluding operators’ wages, 
January-April 1955 


[Total car-miles aN 3,697,494] 





Amount | Cost per mile 
operated 





Ci 
Maintenance of way and structures: wate 
I ee onan as neg dcabgudicsisscdhesesareeearecenal 


Rail fastenings and joints. 

cial work 

nderground construction 
Trock and roadway labor------ 
Miscellaneous track and roadw ay expenses_ 
Paving : 
Cleaning and sanding track- ---...-.....-..-------- y 
Removal of snow and ice 
Bridges, trestles, and culverts 
Crossings, fences, signs ; 
Signals and interlocking appeenins AERIS ELE TEI 
ee iinnicn nana theasechedsideeredéen eee 
Underground conduits 
Distribution system 
Buildings and structures 


Total maintenance of way and structures_-_--._- 





Maintenance of equipment: 
Superintendence 





Passenger cars: 
Painting and varnishing 
Repairs to car bodies tae aie 
Repairs to trucks................- 
Repairs to air brake equipment. . 


ot 
Service equipment 


Electrical equipment of cars: 





Miscellaneous power apparatus. - 








Shop equipment 
Shop expenses : 
et di hiad cuigeindandgdoinemchentéhcce stindecksusansell 


— maintenance of equipment. 








CAPITAL TRANSIT Co 
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SCHEDULE 1.—Detail of rail operating expenses, excluding operators’ wages, 


Conducting transportation: 
Superintendence: 
Operation _ 
Schedules __- 
Training -- 
Students. -. 


Total 


Freight operators wages 

Miscellaneous car service: 
Employees. - 
Expenses 

Station employees 

Station expenses 

Carhouse employees 

Carhouse expenses... 

Other transportation expenses - 


Total eumtnating $ ransportation - 
Advertising - . --..-- oe 


Administrative and general: 
Salaries and expenses: 
General officers 
General office clerks - 


General office supplies and expenses _- 


Law expenses 

Pensions and gratuities 
Miscellaneous general expenses 
Injuries and damages 
Insurance _ _ 

Stationery and printing > 
Store expemses-.-.------- 

Garage expenses --- 

Rent of track and facilities____- 


Total administrative and general. _- 


Total excluding ee wages _- 


Operators’ wages. -------- 


Total rail operating expenses. -_ - 








January—z ow it 1955—Continued 


Amount 


$148, 603 
36, 071 
21, 579 

1, 400 


207, 653 
3, 314 


51, 669 
8, 858 


8, 658 | 


3, 393 
126, 996 
12, 926 
42, 496 





465, 963 
4, 397 


31, 866 
111, 520 
28, 978 
21, 060 
150, 594 
20, 784 
169, 303 
5, 844 
22, 277 


12) 520 | 


4, 983 
650 


2, 020, ee 
1,076, 397 


3, 096, 743 


Cost per mile 
operated 


Cents 
4.019 
. 975 
. 584 
. 038 


| 


5. 616 


. 090 


1, 397 
. 240 
. 234 
- 091 

3. 435 

. 350 

1,149 


12, 602 
19 


. 862 
016 
. 784 
- 570 
. 073 
. 562 
. 579 
- 158 
. 602 
. 339 
- 135 
- 017 


ow 


~~ 





15, 697 
BA. 64l 
29. 112 


83. 753 
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SCHEDULE 2.—Detail of bus operating expenses, excluding operators’ wages, 
January-April 1955 
(‘Total bus-miles operated, 6,947,320] 


Cost Per Mile 
Operated 


Amount 


Maintenance of plant and equipment: | Cents 
Superintendence J ‘ ‘ . . _ $31, 873 | 0. 
Department rents. _- : 1, 544 
Buildings, fixtures, and grounds. -- 24, 461 | 
Bus bodies. ......... 4 " 117, 187 
Bus chassis __ . ‘ 484, 748 
Tires and tubes_--__- ‘ 84, 154 
Shop and garage equipment _-_ 6 3, 675 
Service car equipment Ee a 5 7, 654 | 
Miscellaneous shop expenses Dae utulade . tiitwpalaas 34, 745 


Total maintenance of plant and equipment_- 790, 041 


Operating garage expenses: | 
Fuel for revenue vehicles 335, 741 
Lubricants for revenue vehicles : 
Garage employees 
Garage supplies and expenses 


Total garage expenses 


Conducting transportation 
Superintendence: 
Operation 
Schedules_ -.._- 
Training 
Students__-_. 


Total transportation expenses 


Operators’ wages, charter 
Transportation rents 

Station expenses 

Road expenses. 

Other transportation expenses 


Total conducting transportation 


Traffic promotion: 
Superintendence and solicitation 7 ; 10, 852 
Advertising «e a 6, 421 
Traffic rents_._.- cilia ; 4 208 





Total traffic promotion. kev 2 ae ahadh tin olen ia 18, 481, 


Administrative and general: 
Salaries and expenses: 
General officers ytans i : | 29, 116 
General office clerks plinth ‘ 102, 390 
General office expenses. - - . ; ance 23, 501 | 
Law expense 19, 336 | 
Administrative supplies and expenses a phe ; 6, 154 
Employees’ welfare expenses 117, 108 
Injuries and damages... -- - - set , 170, 782 
Insurance e562 : y , 4, 967 | 
Storeroom labor and expenses. 20, 197 
Other general expenses - - bh -% fe ttaaintns i ‘ 19, 159 | 
Total administrative and general y-eee4 ope we ts 512, 710 
Total sundins operators’ wages_. -_-- ai : ee 2, 251, 259 32. 405 
Operators’ wages - us } Ly is 1, 734, 933 24, 973 


Total bus operating expenses_-_-....--.--- 3 3, 986, 192 57. 378 





74323—56——21 
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SCHEDULE 3.—Detail of operating tawves, exclusive of gross receipts taxes, 
January-April 1955 


Cost per mile 




















Amount operated 
Rail operating taxes: | 
Income taxes: Cents 
District of Columbia___......_._--- cathe Aictes tine teak ane $9, 000 0. 243 
p Ea ae shekhenes won Jeoe sadasiaeedl 400 .Oll 
EN tel nde oon ecmndacckgacccnstdtsseese Lesceueongueeeas 18, 400 | . 498 
I cin takcckichenainisccdsdanesiceassaiwoteben! 27, 800 . 752 
Taxes other than income taxes: | 
Real estate tax, District of Columbia--...............-.-.-.-..--- 19, 772 . 535 
Gasoline tax, District of Columbia...... .......-..5..-........4-- 2, 034 . 055 
Uner ployment compensation tax, District of Columbia____-_-_- 2, 122 . 057 
Miscellaneous taxes, District of Columbia setae orestia tain 1, 458 . 040 
Real-estate tax, Maryland___- . oe keane DG 1. 156 | . 031 
Operating property taves, Maryland_-____-_-- aes Ceeen 384 | . 010 
Miscellaneous taxes, other States. ____- P ‘ cctcidiemdl 41 | . 001 
Federal social-security tax: | 
EE de nniasnacebarnte ‘ srchabcacateees 42, 161 | 1. 140 
Per Reabdaeie~ é ; seusessoal 6, 353 172 
REMCOMOIS DOGG CNB oo idk cciccccccccsssscescccccccccccs 618 017 
Titel EIR. in inci wiakssdecataccsscens anadeeshetetel 76, 099 | 2. 058 
Total rail-operating taxes excluding gross receipts taxes_______- 103, 899 2. 810 
Gross receipts taxes..............- keane inh ns hbaaentindii awe agile 85, 127 | 2. 302 
Total rail-operating taxes_____- sanpensauenieeste Guitnedeasaswbnes 189, 026 5. 112 
Bus operating taxes: | 
Taxes other than income taxes: 
Bus license tax, District of Columbia-_-_-.............----......-- 6, 165 . 089 
Real-estate tax, District of Columbia. ._.............--- See 22, 104 . 318 
Gasoline tax, District of Columbia__--_-..__-_-- pen es eee: 142, 335 2. 049 
Unem ono compensation tax, District of Columbia____. aes 2, 831 . 041 
Special franchise tax, District of Columbia | Sih tedkesvadsupsest 
INE in occas ncddsdbddcdcucienwccc — 8, 019 .115 
Real-estate tax, Maryland____.._._--_- ee 301 . 004 
Operating property taxes, Maryland ‘ . 2, 016 . 029 
DA ROCEINEpOOUNS GEOG, V IGMNIR. 5. occ. ccc c ccc ices cece esos ccs on 140 . 002 
Federal social-security tax: 
II Roni ecaae Saminina mndecinens eticen ie anigten a ngaoni amas = eemnntona 56, 408 . 812 
soos si diensanbbed canes ica 8, 481 . 122 
Miscellaneous Federal taxes. -_.........._-- bidussatictsédvcabsues 571 . 008 
A Saal Liki 
Total bus operating taxes excluding gross receipts taxes_____-__- 249, 396 | 3. 589 
Gross receipts taxes................ stesivcsibasseekectaadie skeen cease | 79, 590 1. 146 
ee I ial cicaikincincuncveesettuwstcneunseseune 328, 986 4. 735 








Mr. Harris. Thank you. 
Now, Mr. Bierwagen, you may proceed. 


STATEMENT OF WALTER J. BIERWAGEN, PRESIDENT OF DIVISION 
689 OF THE AMALGAMATED ASSOCIATION OF STREET, ELECTRIC 
RAILWAY AND MOTOR COACH EMPLOYEES OF AMERICA, ACCOM- 
PANIED BY ELY OLIVER, AN ECONOMIST AND STATISTICIAN 


Mr. Brerwacen. My name is Walter J. Bierwagen. I am president 
of Division 689 of the Amalgamated Association of Street, Electric 
Railway and Motor Coach Employees of America, AFL-CIO. I 
have with me Mr. Ely Oliver who is associated with us and is an 
economist and statistician and will advise me and also we hope will 
be helpful to the committee should they be disposed to rely upon 
any of the expert testimony he has available. He is a person of long 
experience in the field of labor relations in the transit industry. | 

I want to thank the committee, also, for this opportunity of being 
able to present the union’s case before this committee. We have filed 
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with the committee a full statement of the union’s position in line 
with the instructions given to us in the notice of hearings, we have 
attempted to summarize that statement and I shall follow the course 
of the full statement, however, deleting some portions of it, and giving 
the important highlights to it in the interest of time and at the 
request of the committee in their notice of hearings. 

ivision 689 represents the operating and maintenance employees 
of the Capital Transit Co. We were surprised, and of course greatly 
concerned for ourselves and for this community, to learn that the 
proposed legislation ignored basic governmental labor policy, and 
the experience of this and many other cities, by failing to provide for 
collective bargaining between the employees and the Transit Author- 
ity, and for the settling of labor disputes ultimately by arbitration. 
We are proposing specific amendments to cure these serious basic de- 
fects in the bill now before your committee. We are convinced that 
a careful consideration of those amendments, and the facts which 
impel us to offer them, will result in their adoption by this committee 
an the Congress. I am submitting a booklet, setting forth some of 
these facts, as a part of this statement. 

You will note that that is this green booklet that has been distributed 
to all of the committee, and for the purposes of the committee we would 
suggest that it be filed into the record but not necessarily included as 
part of the report, because we are submitting a copy of this to each 
Member of Congress following the close of these hearings. 

Mr. Harris. We will receive it for the files but not the record. 

Mr. Brerwacen. Thank you, Mr. Chairman. 

(The document was filed with the committee. ) 

Mr. Brerwacen. There also is a separate document which includes 
the amendments suggested by the union to be incorporated in‘o the 
bill. Those have already been circulated to the committee and they 
are at your desk, Mr. Chairman, and we would like to have them 
included in the record. 

Mr. Harris. You are speaking of the proposed amendments at- 
tached to your statement ? 

Mr. Brerwacen. Yes, it is entitled “Amendment to S. 3073,” and 
that is the Senate bill. That is the same bill as is before you here. 

Mr. Harris. Those will be received for the record as a part of your 
statement. 

Mr. Brerwacen. Thank you, Mr. Chairman. 

(The amendments are as follows :) 


AMENDMENT TO S. 3073, PRoPosED By DivisIon 689, AMALGAMATED ASSOCIATION OF 
Street, ELectric RAILWAY AND Motor CoAcCH EMPLOYEES OF AMERICA 


Amend section 20 (a) to read as follows: 

“The Board shall establish a system of organization to fix responsibility and 
promote efficiency ; establish such positions as may be necessary to perform the 
business of the Authority; define the duties of such positions; fix the rates of 
pay therefor; make appointments thereto; and require bonds to be given by the 
incumbents of such of the said positions as the Board, in its diseretion, may deter- 
mine, and the Board may make provision for the payment by the Authority of the 
premiums for such bonds for such periods as the Board may consider desirable. 
The Board shall establish a personnel system independent of the Federal civil- 
service system and the personnel systems governing employment in the municipal 
government of the District of Columbia. 

“(1) The Authority shall have the power to bargain collectively with and enter 
into written contracts with the employees of the Authority through accredited 
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representatives of such employees or representatives of any labor organization 
authorized to act for such employees, concerning wages, salaries, hours, working 
conditions, health and welfare, insurance, and pension or retirement provisions : 
Provided, That nothing herein shall be construed to permit hours of labor in 
excess of those provided by law or to permit working conditions prohibited by law. 
In case of dispute over wages, salaries, hours, working conditions, health and wel- 
fare, insurance, or pension or retirement provisions where collective bargaining 
and mediation do not result in agreement, the Authority shall agree to submit 
such dispute to a tripartite board of arbitration and shall agree with such accred- 
ited representatives or labor organization that the decision of a majority of any 
such arbitration board shall be final and binding. Each party shall agree in 
advance to pay half of the expense of such arbitration. 

“(2) No contract or agreement shall be made with any labor organization, 
association, group, or individual for the employment of members of such organi- 
zation, association, group, or individual for the construction, improvement, main- 
tenance, operation, or administration of any property, plant, or facilities under 
the jurisdiction of the Authority, where such organization, association, group, or 
individual denies on the ground of race, creed, or color, membership and equal 
opportunities for employment.” 

Amend section 20 (b) by striking out the entire paragraph, and substituting 
therefor the following: 

“If the Authority acquires a transportation system in operation by a public 
utility, all of the employees in the operating and maintenance divisions of such 
transit utility and all other employees except executive and administrative 
officers, shall be transferred to and appointed as employees of the Authority, 
subject to all rights and benefits of this act, and these employees shall be given 
seniority credit in accordance with the records and labor agreements of the 
transit utility. Employees who left the employ of such a transit utility to enter 
the military service of the United States shall have the same rights as to the 
Authority, under the provisions of the Universal Military Training and Service 
Act as amended, as they would have had thereunder as to such transit utility. 
Members and beneficiaries of any pension or retirement system or other benefits 
established by that transit utility shall continue to have the rights, privileges, 
benefits, obligations, and status with respect to such established system. There 
shall be established and maintained by the Authority a sound pension and retire- 
ment system adequate to provide for all payments when due under such estab- 
lished system or as it may be modified from time to time by agreement or arbitra- 
tion. The Authority and the employees through their representatives for collec- 
tive-bargaining purposes shall take whatever action may be necessary to have 
the pension trust funds, presently under the joint control of the transit utility 
and the participating employees through their representatives transferred to 
the trust fund to be established, maintained, and administered jointly by the 
Authority and the participating employees through their representatives. Lro- 
vision shall be made by the Authority for all officers and employees of the 
Authority appointed pursuant to this act to become, subject to reasonable rules 
and regulations, members or beneficiaries of the pension or retirement system 
with uniform rights, privileges, obligations, and status as to the class in which 
such officers and employees belong. The terms, condition, and provisions of 
any pension or retirement system or of any amendment or modification thereof 
affecting employees who are members of any labor organization may be estab- 
lished, amended, or modified by agreement or arbitration with such labor 
organization.” 

Amend section 20 (c) to read as follows: 

“Except as otherwise provided in this section, the Authority and its officers 
and employees and the members of the Board shall, notwithstanding any other 
provision of law, be subject to the following laws and parts of laws: 

“(1) Section 9 of the Universal Military Training and Service Act (62 Stat. 
604), as amended (50 U. 8S. C. App., secs. 451 and the following), and related 
statutes affecting the reemployment rights of persons entering the Armed Forces 
of the United States; 

“(2) Title II of the Social Security Act, as amended, and the related pro- 
visions of the Federal Insurance Contributions Act (Internal Revenue Code of 
1954, ch. 21), as amended ; 

“(3) Section 6 of the act approved May 10, 1916 (39 Stat. 66, 120), as amended 
(5 U.S. C., sees. 58 and 59), relating to double salaries ; 

“(4) Section 212 of the act approved June 30, 1932 (47 Stat. 406), as amended 
(5 U.S. G., see. 59a), relating to the retired pay of members of the Armed Forces ; 

“(5) The second sentence of section 2 of the act approved July 31, 1894 
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28 Stat. 205), as amended (5 U. S. C., sec. 62), relating to dual employment; 

“(6) The Longshoremen’s and Harbor Workers’ Compensation Act of March 
4, 1927 (44 Stat. 1424), as amended and extended (33 U. S. C., secs. 901-945, 
947-950 ; title 36, ch. 5, D. C. Code, 1951 edition) ; 

"ets The District. ‘of Columbia Unemployment Compensation Act (49 Stat. 
946), as amended ; 

“(8) The Federal Unemployment Tax Act (Internal Revenue Code of 1954, 
ch. 23), as amended. 

Mr. Brerwacen. Since we are new to this committee I would like 
to give to the committee some of the history and background of this 
union and its past relations with the Capital Transit Co. 

The international organization of which division 689 is a unit was 
founded over 63 years ago in Indianapolis, Ind. It is the dominant 
organization representing employees in the local transit industry. 
Our own local union was organized just 40 years ago, and we have 
represented the employees of the principal local transit operations in 
Washington, D. C., continuously since that time. We believe that the 
union has represented them well, and that our organization has been 
a constructive and progressive force and influence in this community 
throughout that 40-year period. 

During most of our 40 years—actually, right up to the time in 1949 
that the Wolfson interests took over Capital Transit—division 689 
and Capital Transit maintained what was almost an ideal or model 
collective-bargaining relationship. The original efforts of these em- 
ployees to organize and to secure recognition from the company in 
1916 resulted in a brief strike of 3 days’ duration. From that time on 
until 1949—a period of 33 years—only 1 other strike occurred. That 
was in 1945, immediately after the war, and it also was brief, lasting 
only 3 days. Throughout that period, division 689 worked hard to 
serve the welfare of these employees, who were, in turn, doing their 
best to serve the welfare of the entire community. We had many seri- 
ous and extended disputes with our employer. We handled hundreds 
of individual gree ances; we negotiated, we mediated, and we arbi- 
trated year after year. We think overall we made substantial pro- 
eress, and that our efforts benefited not only the workers but also the 
company and the community as a whole. 

Capital Transit and its predecessor companies lived through eras 
of war and peace, depression and extreme prosperity. At the end of 
1948, before the Wolfson group took over, the company’s condition 
was generally excellent. Its equipment was as sound and modern as 
any in the industry, and met all requirements of service. The com- 
pany had accumulated and husbanded carefully large cash reserves 
for the protection of future needs. The balance sheet at December 31, 
1948, showed nearly $8 million in cash and Government securities. 
The company paid regular dividends to its common-stock holders in 
every year from 1939 to 1948. 

The Wolfson group took over in 1949 by ac quiring the large hold- 
ings of the North American Corp. The company’s policy toward its 
employees changed immediately. Negotiations on proposals by both 
parties to change the collective-bargaining agreement yielded no 
settlement, and—in accordance with the usual procedure as set forth 
in the collective-bargaining contract—the union invoked arbitration. 
The company declined to arbitrate under the contract, and the em- 
ployees were compelled as a last resort to call a strike. No actual 
work stoppage occurred, however, as the Federal Mediation and Con- 
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ciliation Service, at the last moment, succeeded in bringing about an 
agreement to arbitrate under a modified procedure. A 5-man board— 
composed of 3 impartial members and 1 member representing each 
party—was set up, and made an arbitration award settling the 1949 
contract dispute. This was the last Capital Transit arbitration on 
contract changes. Since that time every contract reopening has re- 
sulted in trouble. When negotiations failed to settle contract renewal 
disputes, the employees requested arbitration, but the company re- 
fused. The employees thus were left with only two alternatives— 
surrender or strike. 

In 1950, in effect, we surrendered; we renewed the contract without 
eee In 1951 a 3-day strike resulted when the company 
refused the union’s offer to arbitrate proposals for contract changes. 
And, of course, in 1955 the company’s refusal to arbitrate forced 
the 52-day strike with its long inconvenience to the citizens of the 
community, and the ultimate revocation of the company’s franchise. 

In the 40 years of collective bargaining between this company and 
its predecessors in Washington and division 689, there were 58 days 
when the employees were out on strike. Fifty-five of those days 
occurred after the Wolfson group took over. 

As I have already stated, before the Wolfson group took over, the 
payee and financial condition of the company was sound and 

1ealthy. In the 6 years of Wolfson control the company’s resources 
have been dissipated through extraordinary dividend payments and 
increases in officers’ salaries. The largest annual dividend ever paid 
before 1949 has been $2 a share. The stock was selling for around 
$20 in 1949. In 1950 the dividend was boosted to $3; in 1951, to $4; 
in 1952 an extra dividend of $10 a share and a regular of $5.60 was 
paid to stockholders. In 1953, $4.80 was paid and in 1954, $5.60. 
These dividends are stated on the basis of the number of shares 
outstanding before the 4-for-1 split put through by the Wolfsons 
in 1951. The Wolfson group originally invested $2.2 million in 
the company. In 6 years they have taken out $3,119,580 in divi- 
dends. They have sold part of their stockholdings to the pub- 
lic for $1,688,000. They transferred Glen Echo Amusement Park 
to a corporation they called Continental Enterprises, and then 
distributed the stock of Continental Enterprises to the Capital 
Transit stockholders. The Wolfson share was $537,600 of Continental 
stock. They retained Capital Transit stock, which 6 months ago 
was valued at about $2,700,000. Thus, they have “parlayed” an 
original investment of a little over $2 million into about $8 million 
in only 6 years. : 

Meanwhile, Wolfson officials have been receiving generous salaries. 
In 1949 Mr. Merrill, president of Capital Transit, received $36,000; 
Mr. Heberle, the vice president and comptroller, received $19,000. 
Those were the only 2 top salaries, and they totaled $55,000. Four 
years later, Louis E. Wolfson, as chairman of the board, received 
$40,000 a year. Mr. Broadwater as president was paid $40,000. Mr. 
Weinstein, holding a newly created position of executive vice presi- 
dent, received $30,000. Mr. Harvey, vice president and comptroller, 
was naid $21,000. This made a total of $131,000. : 

While withdrawing these large sums, in dividends and salaries, the 
Wolfson group let the physical equipment of the company deteriorate 
and the extent of its service diminish. In 1949 Capital Transit 
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operated 690 streetcars and 964 buses; it provided 43 million vehicle- 
miles of service. In 1954 the company had only 508 streetcars and 
881 buses, and provided only 34 million vehicle-miles of service. The 
$8 million in cash and Government bonds of 1948 had shrunk to less 
than $3 million by the end of 1954. This cash, had it been retained, 
would have served to bolster the company in the future. It could have 
been used to replace equipment and to provide more service. Other 
private interests could have taken over the operations easily as a going 
business with a minimum of difficulty for the employees and little or 
no inconvenience to the public. Wolfson’s deliberate impairing of 
the company’s assets placed serious obstacles in the way of future 
private operation. 

I have reviewed this history because I believe it contains a lesson 
and message that may be of guidance to the committee in designing a 
Public Transit Authority for our city. The Wolfson era was a period 
of bad management in every respect. It was bad for the physical and 
overall financial condition of the company, it was bad for the com- 
munity, and it was impossibly bad in its labor relations. In contrast, 
the pre-Wolfson ownership and management must be considered a 
period of good policy and good management. The company was gen- 
erally profitable for its stockholders, and served the community well. 
Labor relations were conducted according to 20th century standards, 
the company always and ultimately accepted arbitration when negoti- 
ations with employees failed to achieve a settlement of any dispute. 

Labor problems will arise in public operation as they did in private 
operation. Our experience in many cities where the municipality or 
the State has taken over the transit system has demonstrated this many 
times. Therefore, legislation here should embody a sound labor policy 
with procedures that will insure the continuity of operation and effi- 
cient service in the Nation’s Capital, and will also protect the wages 
and working conditions of the employees. Good service in the transit 
industry depends to a large extent on good employee morale. 

We respectfully propose several amendments to the pending bill 
which we believe will fill those requirements. The first of the proposed 
amendments will so change section 20 (a) as to insure bona fide col- 
lective bargaining between the management and the employees, with 
the submission of disputes that cannot be directly settled to con- 
tractual, binding arbitration. These provisions we are submitting as 
proposed section 20 (a) (1), substituted for part of the language in 
section 20 (a) of the bill as printed. 

May I call your attention specifically to one particular provision 
in our amendments in order to highlight them. 

On page 2 of the amendments we are asking if the Authority ac- 
quires the transportation system in the operation of a public utility, 
all of the employees in the operating and maintenance divisions of 
such transit utility and all other employees except executive and ad- 
ministrative officers shall be transferred to, and appinted as employees 
of the Authority. 

We want to call your specific attention to that particular situation 
because there are many of our employees, or all of our employees are 
skilled people. They have established a record over the years of being 
skilled. They have maintained the equipment in the highest fashion, 
recognized by the transit industry. They have won safety awards 
year after year after year. The highest awards in the Nation in the 
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business industry have been awarded to them. This is one of the dif- 
ferences, the amendment that we have suggested is one of the dif- 
ferences from that that occurs in the proposed bill submitted by the 
Commissioners. We believe that there will be no specific problem at- 
tached to this transfer if the Authority intends to provide as much 
service as the curtailed services of the present Capital Transit Co. 

We believe that there will be even more service. There should be 
more service. We are concerned over the fact that there might be 
technological changes such as changeover from streetcars to buses 
which might provoke a problem. To that extent we want to point out 
that it has been our experience that we have met this problem time 
after time over the Nation and here in Capital Transit Co. specifically 
in this changeover 

These problems. have been met and they will not be a problem to 
the Authority provided we have good will attached to both parties 
as we negotiate the changes. 

We will have relatively young people who will be retrainable in that 
event. We will have others who are somewhat older whose skills can 
be adapted, and we are certain that those who are not adaptable, we 
will either find other jobs for them or find some other substitute 
method of taking care of them. 

Mr. Harris. Are you a lawyer, Mr. Bierwagen ? 

Mr. Brrrwacen. | am not, Tama bus driver. 

Mr. Harris. Well, congr: atulations. 

Mr. Brerwacen. Thank you. 

Mr. Harzis. Both are very admirable vocations. Being a lawyer 
I have to protect my own profession. I wondered who prepared these 
proposed amendments for you. 

Mr. Brerwacen. The Labor Bureau of the Middlewest, who have 
served for many many years as legal advisers and also as economic 
advisers to this union and many other unions in the transit industry. 
Mr. Ely Oliver is associated with that bureau, and he is sitting here 
at my side. 

Mr. Harris. Mr. Oliver, do you live here in Washington ? 

Mr. Outver. I do. 

Mr. Harris. Would you be available to our staff at any time that 
we may want to talk to you about the technical phases of this? 

Mr. Oxiver. Yes, sir. 

Mr. Harris. Very well, you may proceed. 

Mr. Brerwacen. I would like to point out that there was some dif- 
ference of opinion between myself and Mr. Broadwater as to the ex- 
tent of the problem effecting this change. I had testified before the 
Senate committee that I believed that 85 to 90 percent of the people 
would be retrainable. I have been approached and it has been sug- 
gested that that probably was an overoptimistic estimate to make on 
my part. I have consulted with our membership at our membership 
meeting last Tuesday and I told them of my testimony and asked them 
to correct me if I was wrong. I received no correction. I was not 
satisfied with that. I called our division in in Minneapolis which had 
just recently undergone this same technological change. Minneapolis, 
Minn., was up to 1952 a predominant streetcar operation and they 
have made this changeover, completing it in December of 1954, and 
as far as the transportation department is concerned, the operators, 
it was done in almost 100 percent perfect fashion. In the maintenance 
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department they did have problems, and they were all ironed out. 
And, not as great a problem there appeared as they were afraid of 
in the beginning. 

I am sure that the problems, if we addressed ourselves to them, 
could be changed. However, I do want to say for myself and for our 
membership that we would prefer that you continue streetcars because 
that would make our job easier in the changeover. However, we think 
that that decision must rest with the community and with the Con- 
gress and with the proposed Authority. 

So far as our likes and dislikes are concerned we would like to have 
you consider them if you will. 

Mr. Harris. You of course are quite familiar with the change thus 
far of the Capital Transit Co. on a gradual basis from streetcar op- 
erations to bus operation ? 

Mr. Brerwacen. Yes. 

Mr. Harris. And you perhaps heard Mr. Roberts say a moment ago 
that the Capital Transit Co.’s consulting engineer has recommended 
changes in 1956-62. Now, in this changeover thus far, has there 
been any particular problem in reference to personnel ? 

Mr. Brerwacen. No, sir. The major problem that we had was in 
the changeover of the eight streetcar lines some time ago. Most of 
our people were retrained as bus operators or assimilated into the re- 
maining carlines, and those unable to change over, the conductors, 
who were not able to learn to operate a one-man streetcar or a bus, 
took retirement instead. There were 35 or 40 of them. 

If the changeover took place over a period of years there would be 
no problem at all. Most of the people that are involved in this critical 
situation are approaching the retirement age. 

Now, returning to our prepared statement : 

We understand that existing Federal law would apply to prevent 
discrimination by the Transit Authority on the ground of race, creed, 
or color. We believe this requirement may be strengthened by the 
inclusion of a clause applicable to our own and any other organization 
representing any of the employees of the proposed Authority; the 
proposed section 20 (a) (2), in the amendments we are submitting, 
would serve that purpose. 

We propose to amend section 20 (b) by striking out the paragraph 
in its entirety, and substituting therefor language which will more 
explicitly and more completely protect the interests of the employees 
in the continuity of their employment and of such rights in pension 
systems and trust funds and similar benefits as they now enjoy, with- 
out discrimination. 

We propose to amend section 20 (c) by striking out subparagraphs 
(6) and (10). Subparagraph (6) limits the political activity of Gov- 
ernment employees to whom it applies. We are convinced that it 
should not operate against employees of agencies such as the proposed 
Transit Authority, whose political rights ought not to be abridged be- 
cause of their ultimate and distant relation to elective government 
officials. 

Subparagraph (10) of section 20 (c) in the bill as printed would 
make applicable to these employees Public Law 330 taking away from 
these employees their right to strike. We believe that a clause de- 
signed to apply to employees in the chain of government and essential 
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to the function of governing is not well suited to the problem of main- 
taining industrial peace and continuous efficient service in an agency 
such as the proposed Transit Authority. The best method for accom- 
plishing that purpose is the reciprocal undertaking to settle all dis- 
putes by arbitration, with its corollary no-strike agreement. That 
method is provided by the clause we propose as section 20 (a) ( 1), 
making the application of Public Law 330 as unnecessary as it 1s 
unwise. 

Committee members will note that these proposed amendments are 
different from the tentative draft included in the booklet we have 
submitted. Our first draft was prepared, of necessity, without knowl- 
edge of what the Commissioners’ bill would provide; it then seemed 
likely that there would be little time between the introduction of that 
bill and our appearance before your committee. The booklet was ac- 
cordingly prepared and printed on the basis of the limited and indirect 
knowledge we then possessed. Among the changes, a paragraph re- 
lating to contingent coverage by the Social Security Act has become 
unnecessary because the bill does deal satisfactorily with that problem 
in section 20 (c) (2). 

I want to interpolate here and suggest to the committee that our 
history proves that the voluntary self-imposed restrictions are much 
fore effective than the law. For 33 years this union operated under a 
self-imposed restriction not to strike so long as the company recog- 
nized arbitration. 

We think that is the more effective way. That is in the American 
tradition, also, to except situations that are voluntary rather than 
compulsory. 

Our major proposals, those relative to collective bargaining and 
arbitration, rest upon these facts : 

1. Collective bargaining has been recognized, and proven by ex- 
perience, to be the sound and just basis for handling labor relations; 

2. Contractual arbitration of labor disputes in public utility in- 
dustries has proven to be an efficient and just method of settling dis- 
putes when direct negotiations fail ; 

3. An arbitration clause with its corollary agreement not to strike 
is an effective guaranty of continuous operation under fair wages and 
working conditions; 

4. Where public ownership has not been accompanied by collective 
bargaining and arbitration provisions, the operation has been attended 
by labor difficulties that have been cumbersome and dangerous; 

5. Other agencies of the Federal Government have accepted the 
principle and adopted the practice of entering into collective bargain- 
ing agreements containing provisions for arbitration of all unsettled 
disputes. 

Tshall discuss each of these points in some detail. 

At this point I want to refer you again to the booklet. The booklet 
contains these several points, and documents them. © The booklet is 
divided into several parts, each part containing, as a foreword, a narra- 
tive of what follows. This is not necessarily a complete documenta- 
tion of everything that could be provided for the assistance of the 
committee. 

It is as much as we could gather in the short time available between 
the time the bill was introduced and the time we thought hearings 
were going to be started on the Senate side. 
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Under the first part, collective bargaining between representatives 

of labor and management, has become an established institution in 
the United States. That particular problem is addressed on page 5 of 
the booklet. 

It is generally and almost universally accepted today in all indus- 
tries. Protection of the vital interests and standards of the workers 
in the complex industrial society of today is possible only through 
such collective bargaining. Furthermore, employers are as interested 
as workers in the order ly “determination of w ages and working condi- 
tions. Reliance upon collective bargaining is ‘also the foundation of 
the labor policy of our Federal Government. The Labor-Management 
Relations Act explicitly declares : 

It is hereby declared to be the policy of the United States to eliminate the 
causes of certain substantial obstructions to the free flow of commerce and to 
mitigate and eliminate these obstructions when they have occurred by encour- 
aging the practice and procedure of collective bargaining and by protecting the 
exercise by workers of full freedom of association, self-organization, and desig- 
nation of representatives of their own choosing, for the purpose of negotiating 
the terms and conditions of their employment or other mutual aid or protection. 

The Railway Labor Act which governs the handling of labor con- 
troversies in railroad and airline transportation—industries with 
problems closely analogous to those of local transit—is even more 
explicit in setting forth the need for collective bargaining: 

The general purposes of the act are: 

(1) To avoid any interruption to commerce or to the operation of any carrier 
engaged therein; (2) to forbid any limitation upon freedom of association among 
employees or any denial, as a condition of employment or otherwise, of tne 
right of employees to join a labor organization; (3) to provide for the complete 
independence of carriers and of employees in the matter of self-organizatioun , 
(4) to provide for the prompt and orderly settlement of all disputes concern- 
ing rates of pay, rules, or working conditions; (5) to provide for the prompt 
and orderly settlement of all disputes growing out of grievances or out of the 
interpretation or application of agreements covering rates of pay, rules, or 
working conditions. 


Among the “general duties” set forth in the act to govern the 


activities of the carriers and their employees are: 

First. It shall be the duty of all carriers, their officers, agents, and employees 
to exert every reasonable effort to make and maintain agreements concerning 
rates of pay, rules, and working conditions, and to settle all disputes, whether 
arising out of the application of such agreements or otherwise, in order to avoid 
any interruption to commerce or to the operation of any carrier growing out 
of any dispute between the carrier and the employees thereof. 

Second. All disputes between a carrier or carriers and its or their employees 
shall be considered, and, if possible, decided, with all expedition, in conference 
between representatives designated and authorized so to confer, respectively, 
by the carrier or carriers and by the employees thereof interested in the dispute. 

T would like to comment briefly on the special need and significance 
of collective bargaining in the transit industry. Our industry pro- 
vides an essential public service, of course, and from that standpoint, 
orderly procedures are necessary just as they are in railroad and air- 
line transportation, where the Government has seen fit to establish 
special bargaining procedures. But there is another factor which 
makes special procedures important in transit. Our industry is 
unique in its operating problems and in many of its conditions of 
employment. Some Capital Transit operators and service personnel 
have to be on the job before any Government office employees leave 
for their work each day, and some employees must be working after 
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all office employees have been returned to their homes. Operators 
must start their workdays at different hours so as to provide headway 
for the bus and streetcar service throughout the system. Traffic has 
its special peak requirements in the morning and evening rush periods, 
necessitating careful employee scheduling, and some degree of flex- 
ibility. The problems created by these special transit operating con- 
ditions are not easily handled by group regulations that might work 
satisfactorily for office workers or for other | employees who have regu- 
lar 9-to-5 work shifts. The bus or streetcar operator, through most 
of his day, works along, without direct supervision. 

He must drive his vehicle through heavy city traffic, handle the 
public with safety, courtesy, and efficiency, and collect and account for 
the fares. The run assigned to a driver determines the number of 
hours he will work, the pay he will receive, and the difficulty of his 
job. No two runs are alike. Each operator starts out on his own 
individual schedule which is spaced in time a given number of min- 
utes after the operator who precedes him in the day’s service, and a 
specified number of minutes before the operator who follows him. 

The intervals between such starts are determined in accordance with 
needs of the service. The length of each trip of the assignment may 
also vary. Thus, on the 14th Street line, cars may run from Colorado 
Avenue or Decatur Street at one end, to the Bureau of Engraving, the 
Peace Monument, or the navy yard at the other end. The time re- 
quired for each trip is exactly scheduled in advance, but it must be 

varied to conform with the traffic conditions normal for the hour of 
day. The whole recurrent problem of scheduling runs and laying out 
assignments is one in which the drivers themselves must have a voice, 
if the schedules are to be workable. 

Collective bargaining provides the only feasible method by which 
this may be done. Our contract with the ‘apital Transit Co. has long 
provided for direct participation of a union schedule committee in 
the setting up of new schedules. All of these circumstances make the 
transit employee’s job essentially different from that of the typical 
Government worker whose wages, hours, and working conditions are 
fixed more or less uniformly by civil-service regulations and congres- 
sional action. 

These and many other problems peculiar to the transit industry re- 
quire collective bargaining if they are to be solved in a fair, orderly, 
and efficient fashion. 

Another set of circumstances peculiar to transit makes collective 
bargaining on wages and working conditions indispensable. Only 
one company furnishes streetcar and bus service in this city—exclu- 
sive, of course, of the small feeder operations which link suburban 
areas to the metropolitan transit system. In setting wages and work- 
ing conditions of suburban company employees, the standards of the 
dominant city transit system are invariably governing. But in set- 
ting wages and conditions of Capital Transit employees we have no 
other loc: al transit company, as a measure of prevailing wages. This 
situation is not peculiar to Washington, of course ; it exists in all other 
cities. In years of bargaining, certain recognized techniques have 
become generally accepted for judging and. adjusting wages and 
working conditions i in the transit industry. 
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These techniques are based fundamentally on the philosophy that 
employees in any transit operation are generally entitled to keep pace 
with the progress of workers in the country as a whole, in their own 
community, and in comparable operations elsewhere in the transit in- 
dustry. Application of such standards cannot be worked out at any 
time by any simple mathematical formula or determined unilaterally 
by any private or public management. It is the type of process that 
can only be worked out equitably through intelligent collective bar- 
gaining conducted by experienced negotiators who know the industry 
and its problems. 

I am sure the members of the committee all personally subscribe to 
collective bargaining in principle and recognize its general value and 
usefulness. Collective bargaining, by congressional action, an ac- 
cepted part of our national policy, is even more important in transit 
than in other industries. Joint action by management and employees 
is essential to assure orderly and efficient handling of the many special 
problems peculiar to our vital industry. 

Part 2 relating to contractural arbitration of labor disputes in the 
public utility industry will be found on page 15 of our booklet. That 
is the green booklet. There is a short narrative followed by some 
documentation. I also refer to page 5, or pages 4 and 5. 

Mr. Harris. Are you speaking of that provision in the green booklet 
now ¢ 

Mr. Brerwacen. Yes. It ison page 4 of the booklet. 

Local transit is an essential public utility. That fact has always 
been recognized and has been fundamental in shaping up collective 
bargaining procedures in the industry. Our international organiza- 
tion has led the way in this respect. Throughout almost all of the 
Amalgamated’s history it has insisted on approaching the problems of 
its members in a rational, civilized way. Over 50 years ago the union 
adopted a constitutional provision requiring its local divisions to pro- 
pose arbitration before authority to strike would be granted. I have 
quoted that constitutional provision in full in the attached exhibit, 
page 5. 

I want to call your attention to page 5 of the booklet. There you 
have excerpts from our constitution. This self-imposed restriction 
not to strike is there, and it is until the employer has refused to 
arbitrate. It is a restriction to the extent that sanction for the strike 
will not be given to the local union unless the employer refuses. There 
vou have three excerpts from our constitution which prescribe that 
law. 

Since the adoption of that constitutional provision, local divisions 
of the Amalgamated have actively advocated arbitration and have 
succeeded in getting arbitration clauses included in their collective 
bargaining contracts. Practically all Amalgamated contracts today 
have such clauses. The clauses and procedures vary widely, of course. 
Some apply to all types of disputes, grievances, matters of interpreta- 
tion, as well as to contract changes. 

Others may be restricted to some extent in their language, suggest- 
ing that they are not automatically applicable to all types of disputes. 
However, even in such instances, the long record and exnerience with 
the arbitration process, causes the contractural clause to be anplied to 
virtually all disputes that arise. I have quoted a few typical arbitra- 
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tion clauses in the attached exhibit, pages 6-11. Among those quoted 
is the Capital Transit clause which provides, in part, as follows: 

It is hereby agreed that properly accredited officers of the Company shall 
meet and treat with properly accredited committees or officers of the Associa- 
tion * * * on all questions and grievances that may arise during the life of 
this Agreement, and should there be any questions or grievances that cannot be 
amicably adjusted by said conferences, the same shall be submitted to a Board 
of Arbitration composed of three persons, one to be chosen by the Company, 
one to be chosen by the Association, and the two thus selected to select a third 
disinterested arbitrator who shall be representative of the public; * * * If, 
after a period of ten (10) days from the date of the appointment of the two 
arbitrators representing the Association and the Company, the third arbitrator 
has not been selected, the officers of the Company and the officers of the Associa- 
tion shall meet with the two arbitrators selected and agree upon the third arbi- 
trator, or make such arrangements concerning the arbitration as will definitely 
assure the selection of the third arbitrator * * * 

This clause, may I repeat, was always construed by both employees 
and management as applying to proposed changes in the basic agree- 
ment—until the Wolfson interest took control of this property. 

I just want to interpolate there and tell you just how brieily and 
carelessly this moral obligation to the community and this contractual 
agreement to the community was torn asunder. 

In the spring of 1949, the Wolfson interests gained control of the 
majority control, I believe, or principal share of the control of the 
Capital Transit Co. As a result, immediately they had a very posi- 
tive effect on the policies of the company and especially the nego- 
tiating committee, at that time negotiating with the union on pro- 
posed contract changes. We were unable to reach an agreement and 
as I said earlier, a strike was called. We offered to arbitrate. The 
company refused and we were astounded, pointing out it was the 
company heretofore that said that this contract required arbitration. 

The company attorney responded to our people by saying that, “We 
have just decided that we have been wrong all of those years,” and 
just in those few short words, and just by the transfer of a couple of- 
a million dollars from one group to another, a contractual obligation 
and a moral obligation to the community was torn asunder. 

The arbitration clause automatically gives the parties a ready 
alternative to direct economic action, and it is always linked explicitly 
or implicitly with an agreement between the a that for the 
period of the contract there will be no strikes or lockouts. The Capi- 
tal Transit contract, thus, provides as follows: 

It is further agreed that during the period covered by this contract the service 
upon and operation of the lines of this Company shall not be interrupted or 
interfered with by either party. 

The arbitration clause of the Washington, Virginia, and Maryland 
Coach Co., which brings residents of nearby Virginia suburbs into the 
city, has an arbitration clause which is more specific than the Capital 
Transit contract with respect to the types of disputes that are subject 
to arbitration. The duration clause of the contract states as follows: 

Either party desiring to negotiate any changes or modifications in this agree- 
ment, to become effective at the end of the initial term or any annual extension 
thereof, shall notify the other party in writing of its desire to enter into nego- 
tiations for that purpose at least thirty (30) days prior to the expiration of the 
initial term or any extension thereof. In the event that the parties cannot reach 
an agreement on the proposed changes or modifications, then such changes or 
modifications as either party may desire to have arbitrated shall be arbitrated 
as provided in Section 2 (b) of this agreement - 2, 
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The en clause mentioned has been reproduced in the 
exhibit, page 6 

In that exhibit we have selected excerpts from contracts of various 
cities over the country, of various sizes, large and small, medium-sized 
cities and interstate and intrastate, as well as completely municipal or 
inside city operations. They are not all the clauses that could be made 
available, if we gathered all of the clauses. If we did that, they would 
fill this book completely. 

The Capital Transit arbitration procedure is typical in most respects 
of those in effect throughout the industry. Most contracts, however, 
have a more convenient and precise method of choosing the third, im- 
partial arbitrator. The most popular method today is to have a list of 
recognized and experienced arbitrators submitted by some outside 
agency—the Federal Mediation and Concillation Service or the Amer- 
ican Arbitration Association— and the parties alternately strike names 
from the list until only one name is left. The one remaining is the 
third arbitrator. A list of companies using the Federal Mediation 
and Conciliation Service in this manner has been included in the 
exhibit, pages 60-65. 

Again this is not complete. This is as many as we could gather 
in the short time available to us in preparing this booklet. For in- 
stance, the Connectucut Co. is not included in here, and it does use the 
Federal Mediation Service as the agency submitting the list. 

There are many other contracts which provide that the service 
shall be the secondary or alternate agency to submit these lists. 

In a number of our largest cities today, we have publicly owned 
transit systems operated either directly by the community or by an 
Authority cstablished by the city government specifically for that 
purpose. Chicago, New York, Boston, Cleveland, Detroit, San Fran- 
cisco, and Seattle are among the cities that now have such public transit 
systems. In most of these systems, arbitration in some form has 
been accepted as the best method of handling unsettled disputes. The 
most successful and the most recent plans have been those in Chicago 
and Boston. 

Neither of these cities have had a transit strike of any character or 
duration since they started public operations. They have always 
settled their problems i in direct negotiations or in arbitrations. Boston 
has arbitrated its contract renewal disputes three times in the short 
pee iod since 1947 when it started public operation. Texts of the 

Chicago and Boston arbitration clauses are in the exhibit, pages 18-19. 

These clauses are in the exhibit, pages 18 and 19. They are not in 
statutes but they are in the agreements themselves. The procedures 
established and accepted in these cities are not perfect, but they have 
assured the communities of industrial peace and continuous transit 
operation. 

Disputes between management and employees in Cleveland, if not 
directly settled, are handled through a slightly modified arbitration 
procedure. Such questions are referred to a permanent umpire, who 
is always available for that purpose, and who is especially qualified 
by his continuing contact with transit labor problems and his knowl- 
edge of the industry. A comment from Mass Transportation, the 
principal trade journal of the transit industry, illustrates a manage- 
ment view of this procedure : 


Continued attempts to cram into one arbitration board after another during 
the few, hectic hours of an arbitration the transit knowledge and intricacies of 
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years, has suggested the desirability of a permanent arbitrator. As a result, 
Cleveland Transit and the union this year agreed upon a person to advise the 
transit board concerning certain well-defined employer-employee relationships 
upon which the management and the union are unable to agree * * * With such 
machinery available, Cleveland Transit hopes for an increasingly intelligent 
settlement of labor-management dispute cases. 

A more complete excerpt is contained in the exhibit, page 21. 

This procedure is not standard; it was developed to overcome a 
shortcoming in the basic law, which did not specifically provide for 
arbitration. The city and the employees agreed on the need for estab- 
lishing arbitration. The procedure, though extra legal, accomplishes 
much the same purpose. 

Agreements between employee organizations and public agencies, 
authorities, and community governments, exist in many other fields 
as well as transit. The American Federation of State, County, and 
Municipal Employees of America, AFL-CIO, has made hundreds of 
such agreements, and many of them provide for arbitration of un- 
settled issues between the public agency and the union. A list of some 
of these agreements that contain arbitration clauses has been included 
in the exhibit, pages 66-67. Examples of arbitration procedures set 
forth in contracts of cities with various other organizations are also 
in the exhibit, pages 25-33, 

The Bureau of National Affairs, a statistical reporting agency 
which makes frequent studies of industrial relations problems and 
practices, made a study in 1946 of 21 representative union contracts 
covering government workers. Thirteen of the contracts provided for 
arbitration of unsettled disputes. Excerpts from this study have been 
included in the exhibit. pages 23-24. 

Some State and local governments, recognizing the value of peace- 
ful settlements in privately owned public utility industries, have 
mistakenly resorted to compulsion by statute. These laws have varied 
in their procedures and in their administration, but all were osten- 
sibly aimed at promoting industria] peace in transit and other local 
utilities. Because of their compulsory character, they have not been 
as effective in maintaining transit service as their proponents hoped. 
The city of St. Louis illustrates this situation. The Missouri law 
provides for a compulsory procedure and for State seizure. The law 
is not intended to supresede voluntary aribtration, but the refusal of 
the St. Louis management (controlled by the National City Lines, a 
holding company) to submit to binding arbitration of contract renew- 
als results in use of the statutory provision whenever such problems 
are not settled in negotiations. ‘This law has not produced industrial 
peace and uninterrupted transit service in St. Louis, as, since the law 
was passed, there have been three strikes—in 1950, 1953, and 1955. 

The Federal Government itself has long recognized the value of 
arbitration and has directed its labor-relations agencies by statute 
to encourage and foster voluntary arbitration. 

Disputes in the vital railroad and airline transportation indus- 
tries are handled under the Railway Labor Act. That act is based 
on over 50 years of experience with labor disputes legislation, and it 
provides explicit procedures and time limits for the handling of all dis- 
putes that might interrupt commerce. The principal administrative 
agency is the National Mediation Board. That Board is charged with 
the following duty, among others: 
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If such efforts to bring about an amicable settlement through mediation shall 
be unsuccessful, the said Board shall at once endeavor as its final required 
action * * * to induce the parties to submit their controversy to arbitration, in 
accordance with the provisions of this Act. 

In actual mediation conferences, the National Mediation Board 
and its staff mediators work continuously to get the parties to settle 
all disputes by agreement or to subimt their differences to arbitration. 
The National Mediation Board is further charged with specific duties 
and responsibilities for setting up boards of arbitration in such 
disputes. 

In most other industries need for arbitration is less essential than 
in transportation and public utilities and the statutory duties of the 
administrative agency, the Federal Mediation and Conciliation Serv- 
ice, are less specific with respect to arbitration than those of the Na- 
tional Mediation Board. Nevertheless, section 201 of Title II of 
the Labor-Management Relations Act states as follows: 

That it is the policy of the United States that— 

(a) Sound and stable industrial peace and the advancement of the general 
welfare, health, and safety of the Nation and of the best interests of employers 
and employees can most satisfactorily be secured by the settlement of issues 
between employers and employees through the processes of conference and col- 
lective bargaining between employers and the representatives of their employees ; 

(b) the settlement of issues between employers and employees through col- 
lective bargaining may be advanced by making available full and adequate gov- 
ernmental facilities for conciliation, mediation, and voluntary arbitration to aid 
and encourage employers and the representatives of their employees to reach 
and maintain agreements concerning rates of pay, hours, and working condi- 
tions, and to make all reasonable efforts to settle their differences by mutual 
agreement reached through conferences and collective bargaining or by such 
methods as may be provided for in any applicable agreement for the settlement 
of disputes; * * * 

Mr. Hate. I wonder if we could not save time by omitting the read- 
ing of Federal statutes, which we know about ? 

Mr. Brerwacen. I will defer to the wishes of the committe, and call 
specific attention to that particular clause. 

Mr. WituraMs. That will be available to the committee. We want 
to expedite this hearing as fast as we can and anything that you can 
eliminate which the commitee already has access to we would appreci- 
ate your doing. 

Mr. Brerwacen. I appreciate the committee’s concern for speedy 
action, and I do want to call the committee’s attention to the fact that 

e are here because of a labor dispute that originated this thing, and 
some direct attention must be addressed to this specific problem. We 
will try to hurry as much as possible, but we do want to point out that 
the labor relations are a very important facet of this problem. 

Under this policy mandate, Federal mediators try actively to get the 
parties to submit their unsettled problems to binding contractual arbi- 
tration. Furthermore, the Federal Mediation “and Conciliation 
Service maintains a list of competent and experienced arbitrators from 
which names of possible arbitrators are given to union and manage- 
ment negotiators when needed. As I have already mentioned, many 
transit contracts provide for automatic selection of impartial arbi- 
trators from lists furnished by the Service. 

Voluntary contractual arbitration is the soundest and fairest ter- 
ininal procedure for settling transit labor disputes when direct nego- 
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tiation fails. Such arbitration has been actively sponsored by our 
international union for many years, and today it is generally accepted 
by both management and local labor representatives throughout the 
industry. Most public transit authorities have followed the estab- 
lished practice of private industry in this respect and their labor con- 
tracts include arbitration procedures. 

State and local governments and the Federal Government have en- 
acted laws to enforce or to encourage the use of arbitration, particu- 
larly in vital transportation industries. In the amendment which we 
have proposed, we have included arbitration machinery following the 
traditions and techniques that in the past have worked most success- 
fully in the industry. 

Under part 3, the arbitration procedure we have proposed in our 
amendment has been designed as an effective guarantee that there will 
be no interruptions to transit service here in the Nation’s Capital in 
the future. It is to apply to all disputes that arise—grievances, dis- 
cipline and discharge problems, questions of contract interpretation, 
schedule problems, and, of course, contract renewals, We have coupled 
with it a clause which will commit the union and its membership irre- 
vocably not to strike. The two things are necessarily tied together. 

If we are to give up the right to strike, we must be guaranteed some 
method of settling our problems—some method that is intrinsically 
fair and will be accepted by the management and the employees. 
Arbitration alone will give that guarantee and assurance. 

The efficiency of arbitration in this respect is easily demonstrable. 
Our own Capital Transit experience is solid evidence of this. In 
the 33 years prior to the Wolfson era, we negotiated and arbitrated. 
We had only 3 days’ interruption to service in that whole period. 
Since the Wolfsons have come in and have refused to abide by the 
arbitration procedure in the contract, we have had 55 days of strike. 
The Washington experience simply repeats what has happened else- 
where. In Pittsburgh, the parties relied on arbitration as a terminal 
procedure for many years, with no work stoppages. Then, following 
a reorganization, the attitude of management changed; arbitration 
was turned down. 

Last year, when a major problem arose, Pittsburgh had a 39-day 
strike. Chicago, Minneapolis and St. Paul, Boston, the Connecticut 
cities—Hartford, New aan Bridgeport, and Waterbury—and 
Newark, N. J., have been almost completely free of strikes. There 
was one short strike, lasting 1 day, by the employees of the Public 
Service Coordinated Transportation Co. serving Newark and other 
New Jersey communities. That was the first strike by the employees 
of this company in over 40 years, and it was the only strike to occur 
in any of the above cities in the last decade. 

Compare this to what has happened in some other large cities. I 
have already spoken of St. Louis which has had three strikes since 
1947. St. Louis is controlled by National City Lines, a national hold- 
ing company which wholly owns or ee OL controls the transit 
companies in many cities, and has many of the characteristics of 
Wolfson control. The National City Lines’ management has adopted 
a general policy of refusing arbitration of labor problems wherever 
they may arise throughout their system. 

By that policy they have forced many strikes in recent years. In 
Los Angeles there have been three postwar strikes. In Tulsa, there 
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have been 3 postwar strikes; in Oakland there have been 2; in Balti- 
more there was one strike in 1952 and there is another in progress 
now as a result of the company’s refusal to arbitrate unsettled 
problems. 

Those are the major National City Lines’ properties. The same 
policy extends to their smaller subsidiaries as well. In Mobile and 
Montgomery Ala.; Aurora, Bloomington, Decatur, East St. Louis 
and Joliet, Ill.; Cedar Rapids, and Davenport, Towa; Lincoln, Nebr.; 
Beaumont and El P aso, Tex.; Saginaw, Mich. ; and Spokane, Wash.— 
all National City Lines’ properties—there have been one or more 
transit strikes during recent years. Practically all of these interrup- 
tions of vital transit service have resulted from refusal of the parent 
corporation to arbitrate. 

The employees I represent have been greatly disturbed by a de- 
velopment during the hearing before the Senate District Committee. 
In response to a “question from a member of the committee, section 
5 (n) of the proposed bill was explained as permitting the leasing or 
contracting out of any or all of the transit facilities in Washington, 
by the Metropolitan Transit Authority. 

Specifically we were told that the Authority might, under that 
paragraph, contract with the National City Lines to take over and 
handle the entire transit industry here. We searched the Illinois 
State Statute, establishing the Chicago Transit Authority—which 
had been generally used as a model in drafting the bill now before 
your committee—but could find no similar clause in that statute. 

The many dangers inherent in this blanket authority to contract 
out transit oper ations have been made clear by past history of labor 
relations in America. Many employers have construed such a “con- 
tracting out” of their work as removing that work from the scope of 
their agreements with labor unions. 

The contractor normally contends that workers he hires are his 
employees, not those of the parent company, and not covered by any 
terms of the previous union agreements. Railroads have even con- 
tended that such contracting out removes employees from the scope 
of the Railway Labor Act. In principle, the clause as it now stands in 
the bill would permit the Authority and a contractor to evade the terms 
of the general union agreement, and possibly even the provisions of 
the legislation establishing the Authority. 

Suppose, for example, ‘that the Author ity were to receive an offer 
from some local garage to perform some of the maintenance work on 
the transit buses. It is possible that some nonunion garage, with 
slackening business, might be able to offer for a brief time to do some 
work at less than the cost to the Authority. If the Authority con- 
tracted out part of its maintenance work to such a garage, our own 
men might be laid off—and the work done by others—with loss of 
employment, seniority, pension, and other rights, regardless of the 
provisions of our agreement and the statute. 

This is no idle specultaion; these things have happened. 

We believe the people of Washington and the employees should have 
specific protection against that danger. 

In response to our objections made before the Senate committee, 
members of the District and Public Utility Commission assured us 
that this was not their purpose or intention. Naturally, we accept 
those assurances as sincere, from these Commissioners. But we do 








334 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


not feel that such assurance is adequate for the future, with possible 
changes in District administrators, and with the personnel of the pro- 
posed Authority not yet determined. 

We would respectfully suggest that the clause in question is un- 
necessary if its purpose is in fact narrowly limited. If there is a 
possibility, and it seems real, that the clause would cover contracting 
out of work normally performed by the Authority’s employees, this 
clause should be so amended as to make it clear that the rights of the 
employees, under the law and under any subsequent collective-bargain- 
ing agreement, to perform that work and to retain all seniority, pen- 
sion, and related rights and working conditions would be unimpaired. 
We understand that the Commissioners have no objection to this idea. 

The procedures and obligations provided by our amendment will 
solve Washington’s transit-strike problems for good, and in a manner 
that will be fair to the employees and to the community. 

It will insure that in the future Washington can be grouped with 
cities such as Chicago, Boston, Newark, Cleveland, and others that have 
come to expect sensible and rational solutions to transit labor problems 
without strife and without public inconvenience. It will put Wash- 
ington back on the basis it enjoyed before the Wolfson invasion dis- 
rupted and ended our record of good, efficient, and continuous transit 
service. 

Under part IV of the statement, where public ownership has not 
been accompanied by collective-bargaining and arbitration provisions, 
the operation has been attended by labor difficulties that have been 
cumbersome and dangerous. 

A few cities going to public ownership have not established bona 
fide collective bargaining in handling their labor disputes. The re- 
sults have been dangerous and almost disastrous. The endless prob- 
lems of personnel administration in our complicated industry obvi- 
ously do not end when the city government takes over the transit sys- 
tem. But their handling and administration are transferred from 
collective-bargaining processes to the realm of political finagling. 
New York is a good example. Any proposal to change wages and 
working conditions in New York ends as a political problem on the 
mayor’s desk. We, of division 689 of the amalgamated, believe the 
people of the District, and any future transit management, would 
agree with us that these problems should not be handled by such 
methods. But we cannot just abolish the problems by wishing; 
eventually, inevitably, they must be solved. If no satisfactory pro- 
cedure is provided in the statute, these technical matters of labor 
relations may end up in the lap of the District committees. Intel- 
ligent, responsible collective bargaining between our local and the 
Transit Authority managers is the tested, orderly way to handle labor 
relations. 

Other agencies of the Federal Government have accepted the prin- 
ciple and adopted the practice of entering into collective-bargaining 
agreements containing provisions for arbitration of all unsettled 
disputes. 

The experience of the transit industry in this and other American 
cities should be the determining factor in providing for labor rela- 
tions under the proposed Washington Transit Authority. Washing- 
ton is, in fact, one of the largest American cities; 1ts government has 
to face most of the problems of those other cities. The proposed 
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Transit Authority will be handling a local public utility under normal 
metropolitan conditions. The fact that the Authority and the Dis- 
trict government derive their powers from the Federal Government 
rather than from the people of Washington does not affect the opera- 
tions or the problems of the transit system under that Authority. 

But for those who may question the use of collective bargaining 
and arbitration by an agency of the Federal Government, there are 
precedents and well-established polices no less persuasive than in 
local transit. The Federal Government does, of course, have the 
power through agencies such as the proposed Transit Authority to 
enter into collective-bargaining agreements, and to arbitrate any un- 
settled disputes. General regulations providing for agreements with 
labor organizations are described in a policy memorandum covering 
general labor relations’ policy for ungraded employees of the De- 
partment of the Interior, which has been reproduced, in part in the 
attached exhibit, pages 35 to 36. 

The following are a few excerpts from this memorandum: 

Specifically, this policy memorandum specifies the circumstances under which, 
and lays down the terms and conditions in keeping with which an administrator 
or manager of a given bureau, administration, agency, corporation, establish- 
ment, or undertaking of the department may recognize and treat with labor 
organizations as accredited representatives of ungraded employees to (1) estab- 
lish the principles and procedures for the determination of fair and reasonable 
labor standards, (2) settle promptly all differences between employees and 


management and (3) develop systematic labor-management cooperation for 
mutual benefit and good service to the public. 


The policy memorandum specifically provides for— 


(a) notice of conference desired by one party to negotiate the terms of schedules 
governing rates of pay, regulations of hours and working rules or to adjust 
differences be filed with and acknowledged by the other party and dates set for 
holding such conferences, (6) means be provided for the finding of facts, espe- 
cially for consideration in connection with the determination of rates of pay and 
working rules, (c) disputes which cannot be adjusted in direct conferences be 
made subject to mediation, (d) appropriate mediatory services be created for 
this purpose, (e) questions which cannot be settled in mediation may be arbi- 
trated, if the parties to such questions agree, and (f) means be provided to 
establish appropriate machinery for arbitration. * * * 


There follows a section which makes arbitration awards subject to 
check by the Secretary of Interior to guarantee that they are in the 
public interest and are not contrary to law. 

Under this policy memorandum, many collective bargaining agree- 
ments have been negotiated. Excerpts from a number of them have 
been included in the attached exhibit, pages 37 to 44. The Bureau of 
Reclamation, region 7, made one such agreement with the Interna- 
tional Brotherhood of Electrical Workers Local Union No. 1759. 
Section 9.4 of that agreement provides, in part, as follows: 

If such efforts to bring about an agreement through mediation are not suc- 
cessful, the union and the region shall submit their controversy to arbitration 
and each of the parties shall appoint an arbitrator. and those 2 arbitrators shall, 
with the help of the mediator, endeavor within 5 days to agree upon a third 
arbitrator. If the parties are unable to agree upon an arbitrator, the mediator 
shall then appoint such arbitrator. The decision of the majority of said arbi- 
trators shall be submitted to the Secretary and when approved by him, shall be 
final and binding on both parties. 

Various bureaus and subordinate agencies of the Department of the 
Interior have made similar agreements embodying standard collective 
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bargaining techniques, and usually including arbitration. Among 
them, the Alaska Railroad has agreements with most of the standard 
railway labor organizations, some of which have been cited in the 
exhibit, pages 45 to 48. The Bonneville Power Administration and 
the Tennessee Valley Authority also make collective bargaining agree- 
ments with many organizations; so does the Panama Canal and the 
Panama Railroad. Most of these agreements, some of which are 
quoted in the attached exhibit, provide for terminal arbitration of 
unsettled disputes of all kinds. The well-established policy of the 

, Y . . ° ° . 
Federal Government is to bargain collectively with many classes of 
its employees, in services analogous to the proposed transit operation. 

Most classes of Federal Government employees in the Alaska Terri- 
tory have been covered by civil service regulations. For some em- 
ployees this has been quite unsatisfactory. A recent study by the 
Bureau of Labor Statistics—appearing in the Monthly Labor Review 
for December 1955—discusses such circumstances: 

Civil-service procedures affecting grievances do not provide for such prompt 
disposition of grievances as do those of large segments of private industry. In 
industry, labor agreements usually provide for prompt consideration of indi- 
vidual grievances by the first line of management and a succession of appeals to 
top officials with relatively short time limits for each appeal. In the Federal! 
Government, a more complicated procedure for grievances is spelled out in per- 
sonnel manuals * * * One Federal agency in Alaska discharged an employee 
for cause, and more than a year later was still fighting to maintain its decision 
before the Civil Service Commission. The discharge was sustained, but the 
employee was kept in a state of uncertainty for many months. In another in- 
stance, a discharge ruling of an Alaskan agency was eventually reversed. How- 
ever, by the time final action of the appeal was taken, the employee had accumu- 
lated a bill for retroactive pay for more than $5,000. If the Government, under 
existing statutes, could select and follow the most expeditious grievance pro- 
cedures of private industry, Federal procedures might be tremendously im- 
proved. 


The article contrasts this type of dispute handling with what is 
followed on the Alaska Railroad where collective bargaining is em- 
ployed: 

The Alaska Railroad is the only Federal agency in Alaska that has spelled 
out grievance procedure, discharge machinery, and seniority, promotion, layoff, 
and recall rules in agreements signed with union representatives of employees. 
These rules follow the practices of unionized private industry. They have been 
found so desirable that Alaska Railroad employees, with the concurrence of 
officials, have strongly opposed proposals to convert the railroad’s personnel 
operations to conventional civil service procedures. 


Thus, the Federal Government has extended collective bargaining 
and arbitration to many of its own employees with significant success, 
particularly for railroad employees where the problems of operation 
and personnel administration are, in many respects, similar to those 
in transit service. 

I should like now to summarize briefly the facts I have placed be- 
fore your committee. Six years of inexcusable mismanagement of 
the Capital Transit Co. have created conditions here which demand 
basic correctives. The legislation before this committee is designed 
to deal with the transit problems as they will face new and public 
management. all a 

The employees I represent are no less interested than the District 
government and the people of the city of Washington in efficient and 
continuous transit service. We have sought to place before this com- 
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mittee the results of our experience, not only here in Washington, 
but in other large and small cities throughout the United States, under 
both public and private ownership of transit facilities. Fifty years 
of varied experience have gone into the conclusion of this union that 
the labor problems of transit operation can best be met through col- 
lective bargaining with arbitration of disputes which cannot “be di- 
rectly settled. 

The employees have been joined in that conclusion by private man- 
agements all over the United States. Their joint conviction has been 
written into labor agreements, with detailed arbitration procedure. 
The experience of these private managements and of this labor organ- 
ization has led to the adoption, where transit facilities have been taken 
over by public authorities, of substantially the same machinery for 
settling labor disputes. The experience under public ownership and 
operation of transit facilities has borne out that under private man- 
agement for the past half century, collective bargaining, with specific 
provision for arbitration of unsettled labor disputes, is essential to 
continuous and efficient operation of the transit industry. It has been 
found essential in other cities; it is essential here in Washington. 

The bill which is before your committee has leaned heav ily upon the 
experience of the transit industry, both private and publicly owned, 
in all other details. But with respect to the handling of labor prob- 
lems the proposed legislation is completely deficient. 

It might be an excuse, though certainly no reason, for this deficiency, 
if the Federal Government had failed or refused to provide collective 
bargaining machinery and arbitration procedures in other activities 
analogous to transit operations now being undertaken. The fact is 
the United States Government does enter into collective bargaining 
relationships and does have arbitratidn procedures for the settlement 
of labor disputes in those other activities. There can be no excuse, 
then, for the failure to adopt here the results of the experience of 
private and public operation of the transit industry throughout the 
United States. On the contrary, we cannot fail to profit by that ex- 
perience. To omit from this legislation provisions for collective bar- 
gaining and the arbitration of unsettled labor disputes would have a 
twofold harmful effect. In the first place, it would be contrary to the 
best interests of the management here, of the employees, and above 
all, of the people of the city of W ashington, to fail to establish the best 
possible basis for labor relations in the transit industry. Beyond that, 
however, the failure of the Congress now to provide collective bargain- 
ing and arbitration in this transit operation would operate as a 
deterrent throughout the whole country in the development of such 
procedures for handling transit labor relations. 

If the new Transit Authority is to handle these labor problems 30 
as best to insure continuous and efficient service to the people of this 
community; if it is to give fair and just consideration to the rights 
and necessities of the employ ees; and if it is now to practice w hat has 
always been preached not only by the District Commissioners to this 
union and to the transit management herein W ashington, but also to 
private managements and othe: yr divisions of this union all over the 
United States, the legislation before your committee must be so 
amended as to provide for collective bargaining between the Transit 
Authority and the representatives of its employees and for the arbi- 
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tration of all disputes between them which cannot be settled by direct 
negotiation. 

I thank you. 

Mr. Harrts. Thank you very much, Mr. Bierwagen. 

Are there any questions ? 

Mr. WiruraMs. I have no questions. 

Mr. Hate. I have just one question, I think, Mr. Chairman. There 
is one point that occurred to me in glancing over this draft. You 
say— 

If the Authority acquires the transportation system, all of the employees 
in the operating and maintenance divisions of such transit utility and all other 
employees except executive and administrative assistants and officers shall be 
transferred and appointed as employees of the Authority. 

That sounds a little bit to me like chattel slavery. 

Mr. Brerwacen. I assure you that all of the employees want to be 
transferred. 

Mr. Harte. What you mean is that they shall be afforded an oppor- 
tunity of employment with the Authority. 

Mr. Brerwacen. That is correct. 

Mr. Hate. They may not want to be transferred. 

Mr. Brerwacen. That is precisely correct. 

Mr. Hate. I do not know just how far Congress, by legislation can 
or should substitute itself for the management of the Authority. That 
is something which we will have to consider very carefully. I fully 
agree with you that the objective of legislation should certainly be 
to prevent unemployment insofar as possible and preserve skilled per- 
sonnel in the company tothe Authority. I think that we are all agreed 
on the essential principles. 

Mr. Brerwacen. May I just point out, Mr. Congressman, that this 
clause is taken verbatim out of the Illinois State statute which set up 
the Chicago Transit Authority. 

Mr. Hate. Maybe they do not draw statutes as well in Illinois as 
wedo. Ithink we can do better. 

Mr. Brerwacen. I hope by “better” you mean to better the rights 
and privileges and benefits of the employees, too. 

Mr. ELArnis. Are there any further questions ? 

Mr. Rogers. I have some questions, Mr. Chairman, but time will not 
permit, however, there is one observation I will make. If we are to 
use these hearings as a yardstick, I am deeply concerned about this. 
The ones who set up this authority do not seem to have much faith 
in the law, and now I find out that your organization does not have 
much faith in the law. The Authority says that the law is such and 
such and we admit that that is the law, but in order to insure that 
it will not be changed we want to express it in this act. Then you 
come along and you say that, “We know the law is a certain way con- 
cerning fair employment practices, and yet we think that it ought to 
be strengthened.’ . 

Now, if it is the law, why should it be strengthened ? 

Mr. Brerwacen. On that specific provision, again, we have just 
taken that verbatim out of the Chicago Transit Authority bill. It 
has worked effectively there and we think it ean work effectively here. 

Mr. Rocers. If it is the law, what is the use of repeating it? You 
admit it is the law, and then you say, “We ought to put it in this act,” 
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and what concerns me is this, Mr. Bierwagen: Are you afraid it is not 
the law, or are you afraid of the Supreme Court ? 

Mr. Brerwacen. I am not afraid of any governmental neat I 
think they will act according to the correct thing to do. We are law- 
abiding people. 

Mr. Rocers. Let me say that I am a lawyer and probably should 
not say it, but from some of the actions of the Supreme Court in recent 
years, I ama little fearful of what they might do. 

Mr. Brerwacen. I would like to point out that this particular clause 
would apply to the union and its members, whereas the clause that 
you have reference to is in regard to management and management 
practices. As I understand the administration of laws now, the Fed- 
eral Jaw provides that management shall, if a Federal agency, effect 
contracts that are not discriminatory. This places the same obligation 
upon the union. 

Mr. Rocers. I am just reading your statement. You say, on page 7 
of your original statement : 

We understand the existing law would prevent discrimination with the Transit 
Authority on the ground of race, creed, and color. We believe this requirement 
may be strengthened by the inclusion of a clause applicable to our own and other 
organizations, representing any of the employees of the proposed Authority. 

Mr. Brerwacen. That is correct, we believe that it would strengthen 
it, because as it stands right now it is a unilateral application, that is, 
from management’s side. The same obligation would be placed upon 
the union. 

Mr. Rocers. Of course, you understand, Mr. Bierwagen, that if 
this act is passed like it is written, that if it is the law this Congress 
does not have any right to change it insofar as it applies to this 
Authority. 

Mr. Wriu1aMs. I would like to ask 1 or 2 questions. I want to clear 
up matters in my own mind. Mr. Bierwagen, you inferred—I do 
not know. whether you stated it or made the direct charge, but at least 
you inferred that in your negotiations last year with the Capital 
Transit Co. they violated certain arbitration clauses that were in your 
contract. Now, in reading over this exhibit which you presented to 
the committee, on page 6, where you purportedly quote the arbitration 
clauses in your contract with the Capital Transit Co—I only read this 
hurriedly—it appears to me that this clause has to do with grievances 
which arise during the term of the contract. Now, is it your position 
that the company, by the language which vou have cited here, was com- 
pelled to arbitrate the question of renegotiating a new contract? 

Mr. Brerwacen. We maintained that. First of all, I want to point 
out that under the termination clause of this, this is a continuing con- 
tract. It goes on from year to year. I also would like to point out 
that there is a sentence that is not reproduced in this, and I will read 
it to you, that is attached to the very same clause. Actually, it is the 
very next sentence that would appear after the conclusion: 


All of the conditions in this contract shall remain undisturbed during the 
arbitration proceedings. 


I see that it does appear in the printed booklet. 


All of the conditions shall remain undisturbed during the arbitration 
proceedings. 
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If this were to apply strictly to those questions arising out of the con- 
tract, that would be a superfluous sentence and I might point out that 
this clause is essentially the same as it first appeared back in 1920, with 
very little or no change. I might point out that in 1945 the employees 
violated this clause and the company, by advertisements and by press 
statements, indicated that it was the employees that violated this. 
We went out on strike against the wishes of the union officials, and 
the union officials did not want the strike, and did everything possible 
to stop it, as did management. The President of the United States 
stated that the employees were in violation of their contractual obli- 
gation to arbitrate. This was the stand taken at all times by the com- 
pany until 1949. AsI said, in 1949 the company said: 


We have just now decided that we were wrong all of those years. 


I say that the contract is what it is at the time it is signed and ac- 
cepted. If it was meant to be binding at the time it was signed, that 
is the way it should be until it is specifically stricken out and changed. 

Mr. Wuu1aMs. When did your contract expire last year? 

Mr. Brerwacen. On July 1. On June 30, midnight, I think it was. 

Mr. Wiu1aMs. Following the expiration of the date of your con- 
tract, this agreement became not binding; did it not ? 

Mr. BrerwacGen, Yes, sir. 

Mr. Witx1aMs. How could it bind you beyond the date of the 
contract ? 

Mr. Brerwacen. The clause is a continuing clause. It can be 
changed by mutual agreement. 

Mr. WixuiaMs. The clause you just read to me said this, if I under- 
stood it correctly, that during the period of arbitration the contract 
should remain in force and effect. Well, it was not submitted to 
arbitration after July 1 or before July 1. Therefore, that clause 
would not apply to a contract which had expired, would it? 

Mr. Brerwacen. Expired or not, sir, we believe that they had the 
contractual obligation. But more, ‘they had the moral obligation to 
submit this to arbitration in the public interest. 

Mr. Wi11aMs. I am not referring to the moral obligation, I am 
referring to the legal obligation. 

Mr. Brerwacen. We think that they were morally and legally obli- 
gated to proceed with the arbitration. Let me read section 35: 

This agreement and all of the provisions contained therein shall be and remain 
in force and binding upon the parties hereto from and after July 1, 1951, until 
June 30, 1952, and shall continue also in effect from year to year thereafter 


unless change is requested by either of the parties hereto by written notice 60 
days prior to the expiration of any such yearly period. 


T might point out that there was no change requested by either 
party in this clause. We have always construed 


Mr. Witxtams. What was the basis of going out on strike? 
Mr. Brerwacen. That the company—or the other changes—we 





did submit requests, and the union submitted changes or requested 
changes in other sections of the contract, and we have always gone 
forward on the policy, both the company and the union, that all other 
sections of the contract remain in full force and effect while these 
things are being negotiated or arbitrated and if, per chance, arbitra- 
tion should take place after the expiration date of that contract, after 
July 1, then in that interval of time until the decision of the Arbitra- 
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tion Board is handed down those portions which’ have been suggested 
for change shall still remain in effect until that decision is made. 

Mr. Wiu1ams. Now, time does not permit me to pursue that fur- 
ther, and I have only one question and then I will stop. After the 
passage of Public Law 389 last year, on August 14, you did negotiate 
a new contract with the assistance, I may say, of the District Com- 
missioners, and that law that was passed. 

Mr. Brerwacen. Yes, sir. 

Mr. Witu1AMs. Did you receive virtually the same concessions that 
you had demanded of the transit company ? 

Mr. Brerwacen. Oh, no, sir. Our proposals delivered upon the 
company in 1955, April 28, were much more extensive than those which 
we finally won as a result of the settlement agreement. 

Mr. Wituiams. Now, had the transit company offered you the same 
contract, could you have accepted that contract ? 

Mr. Brerman. We thought we were on the verge of such an agree- 
ment much before the bill was signed, but there were strings attached 
to the offer which were unacceptable to the union, and we could not 
get the offer renewed. 

Mr. Wiia1aMs. That was not exactly my question. My question 
was this: Had the transit company offered you the identical proposi- 
tion that was later offered to you subsequent to August 14, would you 
have accepted that proposition from the transit company ? 

Mr. Brerwacen. Of course, we all have to look into the crystal ball 
and second guess, and I would say that probably, Yes. It was not 
sufficient, and it was not everything that we wanted. 

Mr. Witu1aMs. Do you think you could have agreed with the com- 
pany on those grounds? 

Mr. Brerwacen. We think we could have, if we agreed at that time. 
We probably could have earlier in the game. We did not receive such 
an offer that we could take back to our membership. 

Mr. Harris. Mr. Bierwagen, this, of course, will be an Authority 
setup, which, in effect, will be an entity of the Federal Government 
through its being an arm of the District government. Would you say 
that was true? 

Mr. Brerwacen. Yes. If I understood your question correctly— 

Mr. Harris. Should the Authority be established, it actually will 
be an entity of the Federal Government, would it not? 

Mr. Brerwacen. I beg your pardon. I misunderstood your original 
question. I am not too versed in that, as a bus driver. It seems to 
me that since we will be covering Maryland and Virginia eventually, 
under this Authority, it will be an interstate proposition, and to a lay 
person it sounds more logical that it be a Federal proposition. But 
that is really for the lawyers and the Congress to decide. 

Mr. Harris. Well, whether it is set up as a Federal Authority or as 
a District Authority, it will, in either event, be an entity of the Federal 
Government. 

Mr. Brerwacen. Yes. I believe so. 

Mr. Harrts. However, the employees of this entity would not be 
considered Federal employees. 

Mr. Brerwacen. As the bill is now read, if you just change the 
word “District” to “Federal,” that is true. 

Mr. Harris. Well, of course, the District is a part of the Federal 
Government. 
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Mr. Brerwacen. Yes. 

Mr. Harris. That is well known. Now, the point is this: Would 
your provision here for collective bargaining and arbitration in effect 
be a compulsory proposition ? 

Mr. Brerwacen. No. Our propositions are self-imposed. We are 
asking the Federal Government to tell its agency, and arm of the 
Federal Government, “You carry on what we have declared to be the 
policy of the United States,” just are our international union tells me 
of this local union, “You carry out the policy of the international 
union.” It is a self-imposed thing and not compulsory. By “com- 
pulsory”—I would say that “compulsory” means using the police 
powers of the state on third parties—“ You must arbitrate.” 

Mr. Harris. Suppose you reach a point where the Authority and 
the employees could not come to an agreement. What would then be 
the situation ? 

Mr. Brerwacen. The net result would be that we would invoke that 
provision in our laws which is to offer arbitration, and under the law 
as we say it should be amended, the Transit Authority would offer 
arbitration or accept arbitration and there would be no strike. There 
would be no dispute. 

Mr. Harris. Now, that is the point. It would be to offer arbitra- 
tion. Then would it be binding on both parties to accept whatever 
decision by this method of arbitration ? 

Mr. Birrwacen. That has been our practice, and that is our sug- 
gestion, sir. 

Mr. Harris. Would there be anything in connection with your 
proposal to permit a strike of the employees? 

Mr. Brerwacen. No, sir. We respectfully ask that that particular 
section of the proposed bill be deleted and that we impose upon our- 
selves the promise not to strike. We say that that is more effective 
than the law. We can point to the practice in other places where 
strikes have been outlawed by law, and where as a matter of fact 
there have been just as many if not more strikes. The self-imposed 
restriction, in our judgment, is more effective because people will live 
up to their own word, rather than be forced or compelled to do 
something. 

Mr. Harris. The thing that I am trying to get at is this: You talk 
about the policies of the Government, and you know it has long since 
been the policy of the Government for the employees not to be per- 
mitted to strike. We have never deviated from that policy. 

Mr. BrerwaGen. We do not believe—if you would adopt our pro- 
posals in full—there would be any need to strike. There would be 
no strikes because you would have made the law so acceptable that 
employees would not be even tempted to strike. 

Mr. Harris. You referred to the procedure of the Railway Labor 
Act, and everyone knows that under that procedure we do have strikes. 
We have had some very devastating strikes. 

Mr. Brerwacen. Possibly because one party or the other has re- 
fused to arbitrate. 

Mr. Harris. No, under the law it has got to be submitted. 

Mr. Brerwacen. Under the Railway Labor Act, as I understood 
it, the National Mediation Board is to encourage the parties to resolve 
their disputes by arbitration. 
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Mr. Harris. Of course, under the law you know the President sub- 
mits it to an arbitration board. 

Mr. Brerwacen. He refers it to a factfinding board. 

Mr. Harris. Now, this is a pretty important part of this whole 
program because I guess it is what might be referred to, in view of 
what you have said here regarding policies of the Government, what 
might be called conflicting policies. You gave an example of the 
Interior Department, the Alaskan Railroad. I have read your state- 
ment, even though I could not be here. You have referred to the 
Tennessee Valley Authority. You, of course, know that regardless 
of what provisions they have for arbitration, they cannot strike. 

Mr. Brerwacen. I do not know whether that is in the statute or 
not, but I can say this much—— 

Mr. Harris. It is included in the appropriation, that is usually the 
way by which those employees are paid. ' 

Mr. Brerwacen. The more correct analogy, perhaps, would be the 
TVA, which is a direct Government agency rather than the railroads, 
and I might point out that since its inception there has been no strike 
in the TVA. Everything has been worked out by collective bargain- 
ing and if not by negotiations, then by arbitration, final and binding 
arbitration. 

Mr. Harris. I am somewhat impressed with the right of employees 
to be permitted to have collective bargaining, or at least endeavor to 
bring about a better condition. But I am also disturbed about the 
general policy which has long been a part of this Government, that 
the Government is such an entity that the employees are not permitted 
to strike. If they have a grievance, and they have certain things 
that are going on that should not be, you have your recourse or re- 
dress by coming to the Congress. That is the thing that bothers me 
about it. It seems that you cannot go both ways at the same time, like 
Aesop’s Fables. 

Mr. Brerwacen. I do not know whether this would bear on the 
point, but I would like to point out this: That throughout all of this 
hearing everyone has pointed out that this Authority is different 
from anything else, that the employees are different, they are neither 
fish nor fowl. They are Government employees but they are not 
Government employees. 

I would like to point out that probably what they mean is that in 
the true definition of Government employees they mean those em- 
ployees that are employed in the direct housekeeping functions of 
government, administration of laws, and enforcement of laws and 
defense, and the Fire Department and so on. Those things, I think, 
are what is intended. That is why they are trying to say—that these 
people are Government employees—but not yet Government 
employees. 

Mr. Harris. I do not know of any part of our Government which is 
more important to our defense and to the welfare of our Government 
and the future operations of our Government than the transporta- 
tion system of the District of Columbia. 

Mr. Brerwacen. That is true. 

Mr. Harris. This is the seat of the Government, and you heard the 
Treasury Department official when he was here who said that they are 
interested because their employees had to utilize this transportation. 

I did want to try to dwell on that some, since you mentioned it. 
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You mentioned comparisons with other cities throughout the coun- 
try, and also the policy of the Government through its operation with 
certain agencies as you described in your statement. 

Let me thank you very much for your presentation here, and cer- 
tainly the committee is grateful for your pointing up to us these many 
problems which your group or union is so vitally interested in. 

Mr. Brerwacen. Thank you very much for your consideration, and 
please, again, be reminded that Mr. Oliver is at your disposal at any 
time, and the entire Bureau, as well. 

Mr. Harris. Thank you very much. 

Mr. Riley is the next witness. 


STATEMENT OF GEORGE D. RILEY, LEGISLATIVE REPRESENTA- 
TIVE, AMERICAN FEDERATION OF LABOR-CONGRESS OF INDUS- 
TRIAL ORGANIZATIONS 


Mr. Ritxy. I do not want to encroach upon your time. I have 

appointments this afternoon and I will not be able to get back. 

I do want to remark at the outset in this statement that there are 
some very good words from the American Bar Association having to 
do with collective-bargaining in the Federal Government. This state- 
ment documents pretty well, in my opinion, the practices in the Fed- 
eral Government and local governments in connection with collective- 
bargaining, and the statement is designed in the main to support the 
position which has just been presented to you by President Bierwagen 
of the transit employees. 

Mr. Harrts. All right. 

Mr. Rixtry. I would like to make one added remark, in connection 
with your observations a while ago, in connection with the strikes in 
the Government. I notice you have several lines more in the per- 
sonnel provisions in regard to strikes than appeared in the Senate 
bill with reference to the act of August 9, 1955, Public Law 330. I 
would like to make the added observation that that act now reduces to 
substantive law the riders which you mentioned a while ago, which 
have been appearing continually in the appropriations acts. That was 
the intent of Public Law 330, to put them all into one act. 

Mr. Harris. Yes, I understand. 

Mr. Ritey. With those brief remarks, Mr. Chairman, I thank you 
for your indulgence. 

Mr. Harris. Thank you very much. I regret that time did not 
permit us to get to you earlier, and certainly we intended to reach you 
right after lunch, and we are sorry that you cannot be back with us, 
but your entire statement will go in the record at this point. 

(The statement referred to is as follows :) 

STATEMENT OF GEORGE D. RiLey, LEGISLATIVE REPRESENTATIVE, AMERICAN FeEp- 
ERATION OF LABOR-CONGRESS OF INDUSTRIAL ORGANIZATIONS BEFORE THE 
House INTERSTATE AND FoREIGN COMMERCE COMMITTEE ON H. R. 8901 AND 
H. R. 8947, Fesruary 21, 1956 
I am endorsing the position presented by President Walter J. Bierwagen, Divi- 

sion 689, Amalgamated Association of Electric, Street Railway and Motor Coach 


Employees of America. 
The American Federation of Labor-Congress of Industrial Organizations under- 
lines the remarks of President Bierwagen in his statements on the bill as a whole 


and in detail. 
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Our concern primarily is centered on section 20 and its various subsections. 
We also are concerned over any loose legislative provisions which can and do 
permit a public authority operating in the nature of a private endeavor being 
able, after having received a clear charter to do certain things thereupon being 
allowed to sublet its powers to a second party. 

Although the corporation counsel has said he referred to the Chicago Transit 
Authority’s Charter in this regard, he was unable in a session of the Senate 
committee to cite any references in this regard. 

Even had he found such references, that in itself will not make such language 
acceptable. 

We do not believe, for example, the Congress is prepared to withhold collective 
bargaining and arbitration from this legislation as have the District of Columbia 
Commissioners and then to prohibit strikes—all supposed to be in support of the 
public authority and then to transfer these suppressions over to a private transit 
operator. 

The Commissioners chose not to include collective bargaining. For what 
reason, I do not know. This failure is entirely a negative approach. Govern- 
ment at various levels, increasingly is recognizing collective bargaining and arbi- 
tration as enlightened practice. Had the Commissioners permitted the Secretary 
of Labor to know their plans, he would have told them so, just as he has the 
Congress. 

There also was available to the Commissioners the report of the American Bar 
Association on Labor Relations of Governmental Employees, dated June 27, 1955, 
which, on this pertinent point, reads as follows: 

“Changes in attitude and in practice on the part of public officials are coming 
not so much through amendments or to repeal of old statutes, as through changes 
in administrative policy and procedure within the framework of existing law. 
This is hopeful, as indicating a change of heart and concept among responsible 
executive leaders. However, it entails some risks, both for the officials and for 
the employees, since outmoded unnecessary laws remain on the statute books to 
plague the negotiators and, at times, to frustrate their objectives. 

“Every public jurisdiction should carefully review its laws pertaining to the 
conditions of service of public employees to be sure they meet present day con- 
cepts of sound employee relationships. Government is the largest single employer 
of labor and must discharge well its employee relations responsibilities. Re- 
vision of existing laws such as is suggested here should not be done without at 
least consultation with responsible representatives of the public employee or- 
ganizations. Unilateral action in this area by legislators or administrators 
without opportunity of employee organizations to present their views will only 
heighten misunderstanding.” Further, the ABA report says: 

“It is patent that an unequivocal grant of power to-the administrative agency 
over the matters covered in a ‘negotiated agreement’ is essential if the people may 
be bound by any agreement made by any agency of government. This would be 
so whether the agency is a conventional regulatory or servicing agency, or one 
performing proprietary functions of operating a public facility such as a trans- 
portation system, a power plant, or a toll bridge.” 

The Washington Post and Times Herald agrees in the view of Labor Secretary 
Mitchell in these words: 

“Labor Secretary Mitchell is right, we think, in saying that when a public 
authority is set up to operate an enterprise formerly under private management, 
methods should be provided for the fair handling of labor relations. Mr. Mitchell 
recognizes, as did the District Commissioners, that if a public Transit Authority is 
created here transit employees will lose the right to strike. But this does not 
mean that collective bargaining should be abandoned. We agree with the Secre- 
tary of Labor that the Transit Authority bill should be amended to authorize 
bargaining with the employees, the negotiation of labor contracts, and the sub- 
mission of disputes to mediation or arbitration.” 

The Post and Times Herald also supports the proposition that present em- 
ployees be transferred to the Authority, “with full protection of their rights under 
the seniority, pensions, health and welfare plans now in operation.” “This would 
not,” says the Post and Times Herald, “require the authority to hire more men 
than it needed. But it would insure continuity for the workers so far as that 
would be compatible with the creation of a new all-bus system.” 

It is noted the Commissioners avoided any steps in this direction, although in 
our view, such would clearly be in the public interest. 
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Modern labor-management relations were put into practice by government at 
various levels years ago, as early as 1933 when the Tennessee Valley Authority 
lost no time, following its creation, to recognize its employees are persons and not 
in the same regard as commodities, equipment, or furniture and fixtures. 

Now, after 23 years of such operation in TVA, Harry L. Case, Personnel Direc- 
tor for TVA, says the negotiation of wages and the establishment of a policy 
setting forth the principle that union membership “is advantageous to employees 
and to management, and employees are accordingly encouraged to become and 
remain members of the appropriate unions.” 

These are Mr. Case’s words as quoted by the District of Columbia Commission 
President, whose researcher adds the following words: 

“Not withstanding the possibility that the TVA could have chosen some other 
course of action with respect to the fixing of wages and the determination of 
other working conditions,” as noted by Mr. Case, “the TVA nevertheless chose to 
establish a policy of entering into collective-bargaining arrangements, and, in 
connection therewith, has agreed to the establishment of machinery for the 
mediation and arbitration of disputes.” 

Further, on the subject of “the public interest,” the Commissioners have caused 
to be compiled an outline of practices in Federal Government agencies where 
up-to-date labor-management procedures are practiced. I ask leave to include 
that information as an exhibit. 

In addition to what the Commission has had to offer in the exhibit on collective 
bargaining and arbitration, our own research shows in the green-colored booklet 
supplied you by President Bierwagen, in Alaska, as you will read on page 47, 
the Order of Railway Telegraphers and Agents are represented in their dealings 
with the Alaska Railroad. This is a Government-owned and operated line. 
Other labor groups having an interest in Alaska Railroad employees affairs are 
the Brotherhood of Railway Trainmen, the Brotherhood of Locomotive Firemen 
and Enginemen, the American Train Dispatchers Association, the Brotherhood 
of Railway Carmen, the boilermakers and the machinists. 

Your recent former colleague in the House, Mr. Aandahl, approved the agree- 
ment between the Bureau of Reclamation, Department of the Interior and the 
International Brotherhood of Electrical Workers covering operating and main- 
tenance employees recently. 

Elsewhere in that Department is an agreement with seven unions. Fourteen 
unions have a collective agreement with the Bonneville Power Administration. 
There are others you can read about in the same booklet, all such agreements 
with federally sponsored or federally operated activities. 

All of these agreements are in addition to agreements with city transit authori- 
ties and with city and county governments some not necessarily limited to transit 
employees. ‘ 

President Bierwagen has proposed certain constructive amendments to section 
20 in which the AFL-CIO concurs. We ask that these be accepted and included 
in the legislation. They are sufficient to assure the District of Columbia and 
environs an excellent method for turning the wheels on a new metropolitan trans- 
portation system. 

I believe the Congress will want to apply all this accumulated experience to 
the present bill. 


Mr. Harris. The committee will be adjourned until 1: 30. 
(Whereupon, at 12:30 p. m., a recess was taken until 1:30 p. m., of 
this same day.) 
AFTER RECESS 


Mr. Harris. The subcommittee will come to order. 

Prior to the recess for lunch, Mr. E. Erwin Dollar, executive vice 
president of the Associated Taxicab Operators, Inc., 500 New Jersey 
Avenue NW., Washington, D. C., requested that this statement of 
his be placed in the record. 

Without objection, it will be included at this point. 

(The statement referred to follows :) 


PrRoposED AMENDMENT TO ACCOMPANY H. R. 8901 


Sec. The Public Utilities Commission of the District of Columbia, in addition 
to the authority and powers vested in it by the Act of Congress approved March 
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4, 1913, and amendments thereto, is authorized and empowered to require that 
any person, persons, company, corporation, or association making application for 
a license, or licenses, to operate a taxicab, or taxicabs, within the District of 
Columbia, shall show proof of convenience and necessity for the approval and 
issuance of such license or licenses. 

The term “public convenience and necessity” shall means a genuine need for 
additional taxicab transportation facilities in order to adequately and properly 
serve the needs and convenience of the general public of the District of Columbia. 

In the determination, by the Public Utilities Commission, as to whether the 
public convenience and necessity, as herein defined, shall require the approval 
and issuance of additional licenses, said Commission shall consider the following : 

(a) The resulting effect upon the business of the then existing holders of li- 
censes and upon the existing agencies of mass transportation. 

(b) The effect on traffic congestion and safety of the public streets. 

(c) The effect upon working conditions and earnings, or other compensations 
to drivers of taxicabs holding existing licenses. 

(d) Whether persons holding licenses for the operation of taxicabs are, under 
normal conditions, adequately serving the public. 

(e) Whether the requirements of public convenience and necessity can be ade- 
quately met and complied with only by the issuance of additional licenses. 

As soon as practicable after the effective date of this Act, the Publie Utilities 
Commission shall determine the respective numbers of taxicabs licensed under 
corporate and individual, or other types of ownership as the Commission may 
find appropriate, as of sixty days prior to the effective date of this Act, and it 
shall thereafter preserve the same proportionate taxicab control in the District 
of Columbia by setting up separate registers for license applications of such 
corporate, individual, or other types of owners. 


Mr. Harris. We have noted with interest that our colleague from 
Maryland, Mr. Hyde, has been present during these hearings a great 
deal of the time, indicating the concern and special interest which 
he has in this program. 

This committee has been happy to have had our colleague sit with 


us in these hearings, and of course we appreciate the interest that he 
has shown. I assured him and our other colleague from Virginia, 
Mr. Broyhill, some time ago, that we would give them a chance to 
make a statement in connection with this important program. 

I think this would be about the most appropriate time to hear 
from them. 

Mr. Hyde, we would be glad to hear you first. 


STATEMENT OF HON. DeWITT S. HYDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Hype. Thank you, Mr. Chairman. 

Mr. Chairman, and members of the committee, I appreciate this 
opportunity to say just a few words about the legislation before the 
committee. boty 

As the committee probably knows, I introduced H. R. 8947, which 
was simply a companion bill to that introduced by the chairman, 
H. R. 8901. 

Mr. Harris. I will state at the outset that you did introduce an 
identical bill, companion bill, which I was glad to see because that 
gives it a bipartisan flavor that we all like to have. 

Mr. Hype. I am sure that consideration of this troublesome matter 
is the most completely bipartisan matter that this committee will 
have before it in this session. 

I would like to state for the record the reasons why I felt I should 
introduce such legislation. 
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First, at the time of the introduction of this bill, I expressed the 
hope and the preference for private operation. However, I felt we 
were faced with the practical possibility that private capital would 
not come in to take over this operation, and felt that Congress should 
go ahead and proceed with the consideration of some measure which 
would be able to give the people of this area transportation in the 
event private capital did not come in. 

It now seems evident that the hope of getting private capital in 
here for this operation is becoming more and more remote, although 
I hope at the present time all hope has not been abandoned. 

Now, on the necessity for such an operation—that is, an operation 
of the transit system in this area by a public authority—when I was 
in the course of preparing a bill to provide a commission to regulate 
transportation for the Washington metropolitan area, which legisla- 
tion, incidentally, went to the President in the form of an amendment 
to another bill providing for the study of this problem which is now 
going on and which bill, incidentally, was vetoed by the President, 
in the course of the study on that particular legislation I had occa- 
sion to read the reports of surveys made in many cities throughout 
the United States on the subject of urban mass transportation. 

I read the reports on the studies made in Allegheny County, Pa., 
which is the county in which Pittsburgh is located, the report of the 
Governor’s commission on mass transportation in Wisconsin, the 
report of surveys made in St: Louis, New Orleans, San Francisco, 
and Seattle. 

The conclusion that you could get from reading those reports was 
that, of course urban transportation is a sick industry throughout the 
United States, it is not peculiar to Washington. 

The reason for the conditions of that industry are these. They are 
very simple. People just are not using them and the reason people 
are not using them is also a very simple one, and that is lack of con- 
venience. They found the automobile more convenient. 

Now, there have been two principal recommendations made by the 
groups almost uniformly that have made these studies: 

One is to reduce or to eliminate taxes on private operated companies. 

I will read from the recommendations made in the report of the 
Governor’s commission on urban mass transportation in Wisconsin. 
On that subject they made these two recommendations, and I quote: 

Amend the tax laws so that urban transit is exempt from all local and State, 
including income taxes, as they now exist. In lieu of the taxes thus eliminated, 
to provide for a special income tax. 

Another recommendation was that if that could not be done, and 
I quote: 

If the tax laws are not amended as outlined 
that is, as outlined in what I have just read— 


then it is recommended that all State or local taxes which apply to urban mass 
transportation but not to other forms of transportation be eliminated. 

That has been the gist of one recommendation; that is, the elimi- 
nation of taxes on private operators in order to keep urban transit 
going and provide the service that the public had to have. 

The other alternative to that has been either municipal ownership 
or ownership in the form of a public authority such as the committee 
has before it. 
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The reasons for these, as I have said, is that the public is not using 
mass transportation. The cure for that is probably just on the draw- 
ing boards at the present time. Planning commissions are making 
extensive surveys and studies of cities throughout the United States 
for the pErtose of deciding what should be done about it, whether or 
not we should permit it to deteriorate entirely and prov ide more facili- 
ties for automobiles in the way of wider streets, more downtown park- 
ing facilities, and things of that sort, or whether they should try to 
buildup the use of mass transportation by restricting the use of the 
automobile in the downtown areas of our cities. 

As I say, those plans are really more or less just on the drawing 
boards. 

The reason why I think I should state them for the committee is 
that it will give the committee at least some idea of the nature of the 
problem involved, and probably will answer for some members of the 
committee their questions as to why we have to have this public 
authority. 

I have noted from the questions asked by the members of the com- 
mittee that there is some fear that you might be creating a public 
authority here which would eventually become a charge. upon the 

taxpayers of the city. 

I will say to the committee that that is entirely possible in view of 
the trend that mass transportation has taken. But, there is this we 
must bear in mind: 

We know that we probably are going to have to keep some form of 
urban transportation in our big cities because, in spite of the growth 
of the use of automobile, there will still be people who will be utterly 
dependent upon mass transportation. There will be businesses utterly 
dependent upon mass transportation. So that if by reason of the 
failure of the public to use, the automobile-riding public to use, the 
mass transportation, the transportation deteriorates to the point where 
it cannot exist under present methods of operation, either the private 
profit method or the public method, then that public which is not 
using it but using the automobile have to contribute taxes to keep it up. 

Very simply, I think that is what it might come to. SoI give that 
to the committee, as I say, in answer to some of the things as to what 
might be the ultimate solution. 

That in general, Mr. Chairman, is what I had to say about the bill 
and why I feel it is necessary for the committee to take some action 
on this legislation. 

I might add this: 

There has been this suggestion that I think the committee could 
seriously consider, and that is the suggestion of the possibility of the 
Government guaranteeing a loan, say of some figure, either 4 or 5 
million dollars. 

Mr. Harris. How much? 

Mr. Hype. Between 4 and 5 million dollars, a guaranty of a loan 
to a private outfit, private organization. There “has been a group 
which has made representations to the Public Utility Commission 
that it might be able to come in here and operate, that it thinks it 
possibly will have private financing, but they have asked for what they 
call a backstop in the form of a promise, so to speak, or legislation by 
which the Government would guarantee a loan which might be made 
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such as the FHA loans or something of that sort; in other words, a 
Government insured loan legislation. 

That is a possibility. I think if something along that line were 
done, there might be a private company come in here to operate. 

But in other cities, which again as I have gathered from these 
studies, which have struggled with this problem and have tried to 
cope with it and come up with an answer to this problem, they have 
most of them eventually come to some form of municipal ownership 
or public authority. 

I would like to offer to the committee a number of amendments to 
the bill, and of course this applies to both the chairman’s bill and the 
bill that I introduced. It might be well, I think, if there is some 
question as to what effect these amendments might have on the possible 
marketability of any public authority bonds; it might be well to check 
ice suggested amendments with the people who are expert on that 
subject. 

Nevertheless, the first amendment I would call to the committee’s 
attention would be one to section 16 (a), which appears on page 33 
of the bill. Under that section, bondholders have the right to appeal 
to court, to file a suit either at law or in equity in the event they feel 
that the public authority is not complying with the provisions of the 
act. 

Specifically, the section provides that the bondholders may enforce 
and compel performance of the duties of this authority under this act. 

It is the feeling of a good many people that that right should also 
be given, inasmuch as there is no appeal from decisions or actions 
taken by this board to any other governmental authority; that the 
general public, in the event it feels that the authority is not comply- 
ing with the law, should have the right to appeal to the courts. 

That amendment would be as follows, and first, of course, you would 
amend on line 16 of page’33, you would amend by simply striking out 
“of bondholders” and the title there would be simply “remedies of 
bondholders.” 

Then section 16 (a), it would be amended by inserting at the begin- 
ning of that section, after the number “section 16 (a)” the following: 

Any resident of the Washington metropolitan area who uses the service of the 
Authority, and— 
that would be the end of that amendment. That would go on to 
read, then, “and any holders of bonds,” and so forth. 

Mr. Hare. What line? 

Mr. Hype. Line 17, page 33, after the number of the section, after 
section 16 (a), you would insert the words that I have recommended : 

Any resident of the Washington metropolitan area who uses the service of the 
authority, and— 
and then you would go on with the section: 

Any holder of bonds would have the right to appeal to court. 


There would, of course, have to be other amendments which are 
simply pro forma amendments to comply with that. ; 
For example, on line 17, the word “any,” which is now “A-n-y, 


would simply be changed to “a-n-y.” 
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Then another amendment that I would suggest would be a new 
section to be known as section 19 (b). By inserting this suggested 
amendment as section 19 (b), you would change the present section 
19 (b) to 19 (c). The new section 19 (b) would read as follows: 

It shall be the duty of the Authority to operate an adequate transportation 
system in the areas previously served by Capital Transit Company, and such 
other areas to which the Authority may extend its operations, and to provide safe 
and adequate service at reasonable rates. 


The reason for that is that it is a feeling that under the bill as it is 
now worded, it is simply permissive for the Authority to operate an 
adequate transportation system in areas now covered by the Capital 
Transit Co. at reasonable rates. 

The purpose of this would make this mandatory to do so, and would 
thereby strengthen the hands of anyone who was proceeding against 
the Authority in court to obligate it to continue such operations. That 
is the primary purpose of that amendment. 

Then the other section which I would call to the committee’s atten- 
tion, section 26 (b), I think that has already been referred to by Mr. 
Mitchell. I think Mr. Mitchell, at least I understood he was going 
to offer an amendment to that. 

I did not have the opportunity to be here when he was testifying 
on that particular section but he said that he would, at least that is 
how I understood it. If not, I will simply offer this to the committee 
in the event that it was not covered by Mr. Mitchell. 

The particular part in section 26 (b) that concerns me is the proviso 
in 26 (b). It now reads, that section, and I will read the first sentence 
of it really, as follows: 

The Authority may operate a transit system or systems within the Washington 
metropolitan area without securing any franchises, rights, or permits under any 
other laws of the District, provided that the Authority shall not commence nor 


conduct operations in interstate commerce in competition with the then existing 
operations of any other transportation system. 


The part there that concerns me is the proviso, and it has been called 
to my attention first by the Public Service Commission of Maryland 
which has, I think as the chairman knows, had this bill under study. 
The Public Service Commission of Maryland said this about that 
particular proviso: 


If this is to be construed as preventing the Washington Metropolitan Transit 
Authority from continuing service in Maryland over lines and routes presently 
served by Capital Transit Company and its wholly owned subsidiary, Montgomery 
Bus Lines, Inc., where some other carrier, such as Thomas Parran, Jr., doing 
business as Suburban Transit Company, the Greyhound Corporation or Safeway 
Trails, Ine., has any rights, the service to Maryland riders would be very seri- 
ously affected, as we look upon the Capital Transit Company as the carrier which 
is primarily responsible for the furnishing of service between the District of 
Columbia and nearby points in Maryland. 

Certainly the Authority should be permitted to take over and continue service 
on all lines and routes now served by Capntal Transit Company and Montgomery 
Bus Lines, Inc., and to furnish such other service as may be found to be necessary 
for the public convenience. 


Ineidentally, this provision was not in the original draft of the bill 
as the public service commission got it. That is not in the original 
draft before it was presented to the chairman and myself. 

I of course want to protect the existing bus lines in my State, but I 
think their primary responsibility, of course, is to make sure that we 
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are going to be able to furnish the services the public needs, or as the 
public service commission put it: 


* * * as may be found to be necessary for the public convenience. 


I think this amendment that was drafted by Mr. Mitchell would 
cover it and that amendment would be the following: 
It would strike out the language beginning with the word “system” 


~ 


in line 16 through the word “Authority” in line 25, and insert in lieu 
thereof : 


system except such operations as are so conducted by Capital Transit Company 
at the date of enactment of this Act. The Authority shall not commence further 
operations in interstate commerce until it has obtained a certificate of the Inter- 
state Commerce Commission that such operations are not in competition with the 
then existing operations of any other transit system. 


I am told that that will take care of the situation properly, and I 
believe, after discussing it with the operators out there, that that will 
meet with their approval. However, here are other amendments that 
go with that. I will offer them for the record at this time. 

Mr. Harris. They will be received. 

(The information referred to follows :) 


AMENDMENT 


To amend sections 16 and 19 of H. R.——establishing a Washington Metro- 
politan Transit Authority. 

That the title of section 16 (a) be amended by deleting the words ‘of bond- 
holders” from the title “Remedies of Bondholders,” 

That section 16 (a) be amended by inserting at the beginning thereof after the 
number “Sec. 16 (a),” the following: “Any resident of the Washington metro- 
politan area who uses the service of the Authority, and”; and by changing the 
following word, “Any,” to “any.” 

That section 19 be amended by renumbering “Sec. 19 (b)” as “Sec. 19 (¢c)”; 
that a new section 19 (b) be added as follows: 

“Sec. 19 (b)). It shall be the duty of the Authority to operate an adequate 
transportation system in the areas previously served by Capital Transit Co. and 
such other areas to which the Authority may extend its operations, and to provide 
safe and adequate service at reasonable rates.” 


Mr. Hype. The other amendment that I would suggest to the com- 
mittee, and, incidentally, may I offer a brief outline of the other 
amendments that I have suggested ? 

Mr. Harris. Very well. 

(The information referred to follows :) 


AMENDMENTS TO S. 3073 SUBMITTED BY THE COMMISSIONERS OF THE DISTRICT 
OF COLUMBIA 


(a) Page 8, line 19: Strike “and such other powers as may be conferred by 
Congress” and insert in lieu thereof “and such other powers as are or may be 
authorized by appropriate authority of the United States, the District of 
Columbia, or any governmental body exercising jurisdiction in any portion of 
the Washington metropolitan area.” 

(b) Page 19, line 2: Insert the following new sentence: “This subsection shall 
not apply to or affect the rights, duties, obligations, or liabilities of Capital 
Transit Co. or its successors or assigns.” 

(c) Page 20, line 22: Strike “such times” and insert in lieu thereof “such 
time or times.” 

(d) Page 52: Strike the language beginning with the word “system” in line 
16 through the word “Authority” in line 25, and insert in lieu thereof the follow- 
ing: “system, except such operations as are so conducted by Capital Transit Co. 
at the date of enactment of this act. The Authority shall not commence further 
operations in interstate commerce until it has obtained the certificate of the 
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Interstate Commerce Commission hat such operations are not in competition 
with the then existing operations of any other transportation system.” 

(e) Page 53, lines 10 and 11: Strike “the amortization of the principal of 
the obligations,” and insert in lieu thereof “amortization, without regard to the 
period of maturity provided for in subsection (c) of this section.” 

(f) Page 53, line 15: Following the word “systems” insert the following: 
“, to pay the fees and expenses of consulting engineers, financial consultants, 
attorneys, and other services deemed necessary to complete the study and 
planning of the acquisition, construction, and operation of such system or sys- 
tems, and to determine the feasibility thereof from an economic and financial 
standpoint.” 

Mr. Hype. The other amendment that I would suggest would be 
in connection with the makeup of the Authority. It provides for the 
appointment of five members who shall be residents of the Washington 
metropolitan area. 

I will let the gentleman from Virginia speak for his own State. 
However, as far as the people in Mary vland are cone erned, they would 
like to have a designation in that section 4 (a) that one of the mem- 
bers should be a resident of that part of the area in the State of 
Maryland. 

It is true at the present time, only about 3 percent according to the 
testimony of the witnesses, of the operations of Captital Transit are 
in Maryland. However, according to all Planning Commission re- 
ports, the population of this W ashington met ropolitan area will in 
the next 30 or 40 years expand to something like 3 or 4 million, and 
I anticipate, under those circumstances, that a whole lot more than 
3 or 4 percent of this operation will be in Maryland. 

Therefore, I think it should be a particular designation of at least 
one of the members of this Commission to be a resident of the State 
of Maryland. 

That is the substance of my statement, Mr. Chairman, and I would 
be glad to answer any questions which the committee may have. 

Mr. Harris. Thank you very much, Mr. Hyde. We are glad to 
have your suggestions. 

Mr. Hale? 

Mr. Hare. You suggest one member of the Authority from Mary- 
land. Would you make a similar suggestion as to Virginia? 

Mr. Hyper. That would be perfectly all right with me, but I do not 
want to presume to speak for the gentleman from Virginia. There- 
fore, Mr. Hale, I am not formally - offer ing that as an ‘amendment. 

I understand he is to testify after me, and therefore I would leave 
that answer to him. 

Hr. Hare. Iappreciate you might have some reluctance. 

Mr. Hype. Let met say this in all frankness: I think it would be 
a salutary thing because of the possible extension of the operations of 
this Authority. 

Mr. Harz. You have a rather complicated situation here because you 
have a business which, all over the country, is declining, and at ‘the 
same time we have a population which is increasing rather rapidly, 
and as far as anybody can tell it is going to continue to increase. 

To what extent one factor offsets the other is a matter of conjecture. 
Certainly I would expect that the Authority would eventually operate 
into Virginia and Maryland, even though Capital Transit Co. does 
not and that residents ‘of both States should be represented on the 
Board of the Authority. 
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Mr. Hype. I would think so, Mr. Hale. 

Mr. Harris. Thank you very much, Mr. Hyde. 

Mr. Hype. Thank you, gentlemen. 

Mr. Harris. We shall now be glad to hear from our colleague who 
lives on the other side of the river in Virginia. 

Incidentally, both Mr. Broyhill and Mr. Hyde are members of the 
District Committee to which several of us on this committee have con- 
tributed service. We also have noticed the interest throughout these 
hearings of our colleague from Virginia, and we are glad to hear from 
you at this time. 


STATEMENT OF HON. JOEL T. BROYHILL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Broyruini. Thank you, Mr. Chairman. I think it is indeed 
regretful that the committee is having to consider this bill at this 
time as emergency legislation, bearing in mind that we have this 
deadline approac ching us of August 14, and that something must be 
done about this transportation problem here in W ashington. 

Of course, I believe that if many Members of Congress had known 
that acting on the revocation of the franchise bill ‘last year would 
drive the G ongress into another state of emergency this year, to where 
they have to act again, they would have voted against it. 

Of cour se, many of us understood that at the time of the voting 
for revocation of the franchise, there was an ample number of pr ivate 
companies willing and able to take over the operation. But, realiz- 
ing that this is a problem with which we are confronted which is 
begging for a solution, and in order that my remarks may not be 
consider ed negative, 1 am going to say that I am not going to testify 
in opposition ‘to the gener al approach to the bill as such, but merely 
to suggest that the bill take in a little broader territory. 

We know, Mr. Chairman, that the problem of transportation is not 
necessarily peculiar to Washington; that every city council, every 
State legislature, every planning commission, and every community 
is confronted with the problem. There is a decline of riders in the 
transportation industry throughout the country, and something is 
going to have to be done, let us say, to stop the decline and try to start 
the trend the other way. 

As pointed out here by my oot. Mr. Hyde, and as was touched 
upon also by Mr. Hale, this is the Nation’s Capital and it takes in a 
metropolitan area right now approaching approximately 2 million 
people, and we cannot ever arrive at a satisfactory solution to any of 
these transportation problems by stopping our approach to the »rob- 
lem right at the boundary of the District of Columbia, which is the 
jurisdiction of the Congress of the United States, nor can we confine 
the solution of this problem to transportation alone, recognizing 
again, however, that we do have this particular emergency problem 
before us. 

We have to take into consideration the problem involving all things 
in the movement of people and goods. 

This committee, Mr. C hairman, as you know, has recognized the 
problem that this is a metropolitan area problem and must be ap- 
proached as such. 
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When the committee considered the bill that Mr. Hyde had refer- 
ence to, to create a metropolitan area regulatory authority, that is 
what it was confronted with. 

The chairman is also familiar with the fact that we have appro- 
priated last year $200,000 for the National Capital Planning Com- 
mission to study the metropolitan area transportation problem as a 
whole. In fact, we have before us another request for another 
$200,000 this year. 

I spoke to the chairman prior to these hearings of a bill that I have 
introduced, H. R. 8723, to set up a metropolitan area transportation 
authority, or metropolitan port authority, taking in many other prob- 
lems other than the actual bus transportation itself. 

Recognizing that this again is being treated as emergency legisla- 
tion, I am going to devote my remarks just to this bill and possibly 

yays of amending it. 

Talking about this metropolitan area proposition, I do not believe 
I am digressing from the primary intent of this bill - ‘ause, again, | 
say the bill takes up the problem of transportation. I do feel, how- 
ever, that the bill, other than the fact that we have an emergency 
approaching is on August 14, is a somewhat horse and buggy proposi- 
tion, because it is a piecemeal approach to the problem that must be 
solved. 

This take care of a problem confronting us in 1956, August 14. I 
believe we should look at this from a little more long-range stand- 
point. The only criticism I have of the bill itself, insofar as it goes, 
is the powers of condemnation and seizure. 

I think that has been brought out here before, Mr. Chairman, and 
has been answered to the satisfaction of all concerned, but I hope it 
is made clear that this authority to condemn and seize does not go 
into the State of Virginia where the Capital Transit Co. has no 
jurisdiction. 

I also feel that there is a strong possibility, if the condemnation and 
seizure clause was left out of it and left room for negotiation with 
the transit company, there might be a strong possibility that there 
might not be a necessity for the Government to take over the operation 
on August 14. 

I realize that some of the equipment of the Capital Transit Co. is 
obsolete and that the Commissioners eventually want to do away with 
the streetcar lines here, but, at the same time, they are considering 
applications by private companies who are negotiating with the Cap- 
ital Transit Co. to buy stock which would mean continuance of the 
operation with the same facilities and equipment which is operating 
here today. 

Of course, over the period of years, the so-called obsolete equipment 
would be replaced and over 5 or 6 years we could do away with the 
streetcar lines, and at the same time not have any Federal funds 
involved in creating this Transit Authority. 

But the proposal I would like to make, and I would like to offer it 
possibly, Mr. Chairman, as a new title, or second title, additional title 
to the bill so that it would not interfere in any way with the bill itself, 
and that is to create an interstate authority, a tri-State compact similar 
to the New York Port Authority, subject, of course, to the ratifications 
of the State legislatures, 
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Prior to the ratification of the State legislatures, the Authority, as 
recommended by the Commissioners, could continue to operate. If the 
interstate proposal is never ratified by the States, no harm is done to 
the bill as proposed by the Commissioners. 

As suggested by Mr. Hyde, we do feel that certain representation 
should be on this Authority from the States of Virginia and Maryland. 

I would like to propose that, subject to the ratification of State 
legislatures, that the Governor of Maryland and the Governor of 
Virginia each appoint 5 members of the Authority, and then let the 
5 members of the original bill be appointed by the President from the 
District of Columbia. 

Mr. Harris. Does the Capital Transit operate into Virginia? 

Mr. Broyni. Just slightly across Key Bridge into Rosslyn. We 
are very greatly concerned with that because thousands of our riders 
who ride on the Virginia buses must transfer to get to their places of 
destination. 

Mr. Harris. What Virginia bus company is it that operates there ? 

Mr. Brornmu. The A. B. & W. and the W. V.& M. They have 
approximately 400 buses operating in the District of Columbia daily 
interstate. 

Mr. Harris. Are there any directors of those bus companies living 
in Washington ? 

Mr. Brorniz. The owners, did you say ? 

Mr. Harris. Are any of the directors of those bus companies living 
in Washington ? 

Mr. Broyrui. I do not think so. In fact, I think the directors of 
each company, certainly the A. B. & W., live exclusively in Alexandria. 

Mr. Dotttver. Do those bus companies in Maryland and Virginia 
operate under authority of the Interstate Commerce Commission ? 

Mr. Broyui. Yes, they do, and also from the State commission 
in Virginia. 

Again I point out that there are 400 buses operating here to the 
District of Columbia and from thé District of Columbia to Virginia, 
which points out how difficult it is to ever solve our complete trans- 
portation problem by stopping our approach to it at the line itself. 

There are other things that can be brought into this thing. If we 
set up an interstate compact like the New York Port Authority, it, 
for example, has jurisdiction over airports, harbors, tunnels, and so 
forth. 

The Assistant Secretary of Commerce, Mr. Rothschild, has asked 
that an Authority such as I have suggested here be created in order 
to take over the operation of the Washington National Airport and 
the construction and operation and maintenance of any additional 
airport which will have to be constructed here in the metropolitan 
Washington area. 

The fact of the matter is that over in the other body I think the 
Senate Commerce Committee is after the Department of Commerce 
right now to come forth at this time with a request for appropriations 
to start a new airport. That will cost the Federal Government ap- 
proximately $50 million. 

Mr. Dottiver. Do you have any idea whether the Legislatures of 
Virginia and Maryland would be friendly or unfriendly toward a 
tri-State authority ? 
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Mr. Broyui. I have consulted personally with the Governor of 
Virginia and also the Governor of Maryland about this proposal, and 
they now have it under consideration. They are very much concerned 
about the problem here, and the fact of the matter is that the State 
legislature right now has a resolution being introduced to create an 
airport authority, hoping to take over the operation of the Federal 
airport here in the metropolitan area of Washington. I have ref- 
erence to the Washington National Airport over in Virginia. 

Mr. Harris. There may be a great deal of merit in your suggestion, 
and I think undoubtedly it is something that should be considered. I 
personally have a feeling we have just as big a problem as we can 
handle right now with this one, without going into one that would 
extend itself far beyond the necessities of the emergency. 

Mr. Broyur. I do not think what I am suggesting here is any- 
thing particularly new. It has been tried throughout the country. 

I am not suggesting that it interfere with the main body of this bill 
itself, but merely a second title which would become effective—would 
create this Authority to negotiate and conduct these plans and take 
the problem away from Congress year in and year out to have hearings 
on this metropolitan area transportation problem. 

I believe it was pointed out yesterday by Mr. Mitchell, or someone 
else perhaps indicated, the New York Port Authority, which I do not 
think involves any port authority as such, but has harbors and things 
of that sort. Actually, it has paid off half of its bonds of $500 million 
that they have sold over the period of years and that some of the strong 
things must support some of the weak things in producing revenue. 

Now we are having a revenue problem right now in the public trans- 
portation problem. The airports will produce revenue and there are 
many other things involved in the movement of people and goods that 
may produce more revenue than this bus company or streetcar com- 
pany itself. So you possibly could have a much stronger financial 
authority than just having a limited authority taking the operation 
of buses in the District of Columbia itself. 

Certainly, over the period of years it might make for better rates, 
lower rates for the people in the metropolitan area because there can 
be negotiations between this Authority and these independent bus 
companies operating in the area, exchange of rates maybe by negoti- 
ation of certain parts of their facilities, and, if necessary as time goes 
on, to take over a complete single integrated transportation system. 

I just think, Mr. Chairman, recognizing the urgency of this bill since 
we are on the subject of transportation in the District of Columbia, and 
since we cannot stop with a solution right at the boundary, it is an 
appropriate time to consider an additional title to the bill that can 
cet up this Authority and go ahead with the study and planning over 
the years, and take away this problem from the Congress every year 
when they have so many other problems to consider. 

I spoke to the chairman about this and possibly, he thought, the 
committee might give me hearings on my bill at some future date. 

I know you have a crowded schedule and I know you will be as busy 
in the future as you are now, so I wish the committee would consider 
this interstate port authority idea as a separate section to this bill, 
and let it stand there and come in existence when ratified by the States. 
It is urgently needed and I am confident that the States will support it. 

Mr. Dottiver. May I ask a question ? 
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Mr. Harris. Surely. 

Mr. Dottiver. With reference to the proposal for the Transit Au- 
thority to take over the Capital Transit Co., or to substitute for the 
Capital Transit Co., would you be favorably inclined to a private cor- 
poration or company coming in, if that were possible on acceptable 
terms, in lieu of the Federal Authority that is proposed in the bill? 

Mr. Broyuiiy. Yes, I do. 

The only problem, Mr. Dolliver, is that there are other things that 
tie in with the movement of people and goods that are equally as im- 
portant as bus companies, 

Mr. Doutiver. What do you have in mind? 

Mr. Broyuii1, Such as ports and harbors, bridges, highways, toll 
roads, airports, and things of that sort. | 

Mr. Dotiiver. I see. 

Mr. Broynitt. The Washington National Airport is receiving a 
profit of somewhere around $750,000 a year above direct expenses, 
with a very low rate of cost to planes landing and taking off there. 
It is believed, as proven by the New York Port Authority, that these 
airports can liquidate the revenue bonds and have revenue coming 
in for further improvement. 

If one portion of this Authority is weak at the time, it can be sup- 
ported by something else that has more revenue. 

Mr. Harris. Thank you very much, Mr. Broyhill. 

Mr. Hare. Mr. Chairman? 

Mr. Harris. Mr. Hale. 

Mr. Hare. As far as I am concerned, I think we had better leave 
airports out of this bill. 

You gave the names of the bus companies that run in Virginia, 
A. B. & W.? 

Mr. Brorutin. A. B. & W., Alexandria, Barcroft, and Washington. 

Mr. Haz. There is a second one? 

Mr. Broyuity. W. V. & M. is the other one. 

Mr. Harr. Those two, are they completely independent of each 
other ? 

Mr. Broynm.. Yes, indeed. 

Mr. Hare. They give practically all the suburban service in 
Virginia? 

Mr. Brorui1. Interstate to Washington, D. C., and also intrastate. 

Mr. Harr. Do they give satisfactory service as far as you know? 

Mr. Broyniiy. Yes, they do. 

In fact, one of the problems, again the main problem, is in con- 
nection with riders, and it is very difficult to provide all the service 
that the public would demand. 

Mr. Hate. That is what I was coming to. I do not expect you to 
give details about their financial operations, but, generally speaking, 
are they operating successfully or have they been in trouble? 

Mr. Broyutt. They are barely in the black. They are having a 
very difficult time, economically, getting along. 

Mr, Hate. Obviously they are susceptible to the same ills that the 
Capital Transit Co. was faced with ? 

Mr. Broruiiy. That is right. 

Mr. Hate. Furthermore, the creation of an Authority here to super- 
sede the Capital Transit Co. might have some, well, I do not know, 
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but it might conceivably have some effect on the two bus companies 
that operate in Virginia ? 

Mr. Broyni. Very much so, Mr. Hale, unless there is some ami- 
cable way of working together; that is 1 of the reasons why I pro- 
posed taking in the 2 States, 

Mr. Hare. Obviously the Authority would not be competitive with 
these two bus companies, but still you would have a governmental 
authority exchanging passengers with private utilities? 

Mr. Brorum.. We do now. There is an interchange system be- 
tween the Capital Transit Co. and the Virginia companies and that 
could cause a great deal of complication if there is not some tie-in 
from the metropolitan area standpoint. 

Mr. Hate. Yes, but now you have the Capital Transit Co., which is 
one private utility, interchanging passengers with other private utili- 
ties that go out to Virginia. 

If you use this governmental body, you might have a different situa- 
tion. Iam not sure. That is something that we certainly would have 
to think about. 

Mr. Harris. Thank you very much, Mr. Broyhill. We are very 
glad to have had your statement and are certainly aware of your inter- 
est in this problem. 

Mr. Broyuity. Thank you, gentlemen. 

Mr. Harris. Mr. Charles KE, Hammond ? 

Mr. Hammond is the executive assistant of the Public Utilities 
Commission of Arlington County. 


STATEMENT OF CHARLES E. HAMMOND, EXECUTIVE ASSISTANT, 
PUBLIC UTILITIES COMMISSION OF ARLINGTON COUNTY, VA. 


Mr. Hammonp. Thank you, Mr. Chairman. 

Mr. Harris. How much time will you need, sir ? 

Mr. Hammonp. I suspect 5 or 6 minutes. 

Mr. Harris. We will be very glad to hear from you. 

Mr. Hammonp. Thank you. 

My name is Charles KE. Hammond, executive assistant to the Public 
Utilities Commission of Arlington County, Va. My appearance here 
is authorized by and is on behalf of the Arlington County Board, pur- 
suant to a recommendation of its Public Utilities Commission at a reg- 
ular session of the Ariington County Board on February 18, 1956. 

The comments and recommendations to be offered here are not in 
support of, or in opposition to, the Pee legislation which the 
subcommittee has under consideration. However, the comments are 
offered with the view that if a Washington Metropolitan Transit 
Authority is to be created by the Congress, then utmost care should 
be taken to see that appropriate representation and safeguards are 
made for the representation of the constituent jurisdictions which 
comprise the area designated in H. R. 8901 and H. R. 8947 as the 
Washington metropolitan area. 

It is because of this fact and because Arlington County is one of the 
jurisdictions designated that the following suggestions are offered, to- 
gether with comments which the board feels are in support of the 
suggestions. 
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A. It is recommended that a method of selection of representatives 
from the respective jurisdictions be adopted which will assure true 
representation of the community interests of the jurisdictions. 

B. It is recommended that if a Washington Metropolitan Transit 
Authority is established, that membership on the board of directors 
of the Transit Authority be established at 7, 3 of them to be residents 
of the District of Columbia, 2 members who must be residents of the 
metropolitan area portion in Virginia, and 2 members who must be 
residents of the metropolitan area portion in Maryland. 

In support of this recommendation, the following comments are of- 
fered: 

1. It would guarantee representation to each of the three major 
jurisdictional areas which are authorized to be served by the Transit 
Authority. 

2. It would guarantee that no single jurisdiction would have the 
predominant and controlling membership on the board, and that at 
least two jurisdictions would be participating in each affirmative de- 
cision of that board. 

3. The District of Columbia would be guaranteed the greatest rep- 
resentation on the board, a guaranty which it does not have in the 
present draft of the bill. 

4. In support of the distribution of representatives on the transit 
board, the Arlington County Board wishes to point out that popula- 
tion in the metropolitan area is ‘still increasing at a rapid pace, with 
most of the increase taking place in the Maryland and Virginia por- 
tions of the area. 

Presently, the population of the metropolitan area encompassed by 
the proposed Authority is distributed approximately as follows: 


II, BO iskicckinnciicqnsiices a ee cea evalabaee cca . 860, 000 
Wy PMI css nctnsneanandesi cabesitesithes te eebdascsidtlp acted ane tice eet adie tana liecinins oils: tinal hic eciaaeati 408, 000 
NER ITOING occ ccrrnecnmnwadbintd linked elated enews Derk ectbiete eae tetteea 518, 000 


Source: Thompson, Lorin, Outlook for Population Increases in Northern Virginia to 
1965, August 1955. 


This shows that already over one-half of the metropolitan are: 
population is located in the area outside of Washington and points to 
the importance which can be attached to that area. 

The County Board of Arlington, Va., appreciates the opportunity 
of presenting its views and suggestions on the pending legislation. 

Mr. Harris. Thank you very much, Mr. Hammond. I personally 
feel that you have suggestions that are certainly worthwhile 
considering. 

Mr. Hammonp. Thank you. 

Mr. Harris. Are there any questions ? 

Thank you very much. 

Mr. Hammonp. Thank you, gentlemen. 

Mr. Harris. Mr. Walter Kingsbury, vice chairman, Inter-Federa- 
tion Council, Arlington, Va. 


STATEMENT OF WALTER KINGSBURY, VICE CHAIRMAN, 
INTER-FEDERATION COUNCIL, ARLINGTON, VA. 


Mr. Kinesspury. My name is Walter Kingsbury. I live at 2702 
Key Boulevard in Arlington, Va. 

The purpose of my testimony is to make clear the position of two 
large and representative citizen groups with respect to a public au- 
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thority for transportation as opposed to the continuance of private 
ownership and operation. 

The Inter-Federation Council of the Greater Washington area, at 
its regular meeting on October 17, 1955, adopted a resolution favoring 
the formation of a Washington Area Transit Authority to acquire 
and operate a transportation system in the area. 

The Inter-Federation Council is composed of delegates from each 
of five federations of citizens’ associations in the District of Colum- 
bia, Montgomery and Prince Georges Counties in Maryland, and 
Arlington and Fairfax Counties in Virginia. Each of these federa- 
tions is composed, in turn, of delegates from member local citizens’ 
associations, 

The Inter-Federation Council thus represents, through its con- 
stituent delegates, between 250 and 300 local civic bodies. 

I have been authorized to present the views of the council on the 
subject of a Transit Authority at any congressional hearing on the 
subject. 

I have also been authorized by action of the Arlington County Civic 
Federation, a constituent body of the Inter-Federation Council, to 
present its views on the same subject at this hearing. At its last 
meeting, on February 7, the federation unanimously adopted a reso- 
lution urging the formation of an area authority that would acquire 
and operate a public transportation system in the Washington area. 

The Inter-Federation Council first discussed the subject at its reg- 
ular meeting last June. The subject was discussed at various group 
meetings called for the purpose during the summer recess, and at every 
regular meeting but one this past fall and winter. 

The council’s concept of a Transit Authority embraces two essential 
features: 

1.. The members of the governing board are appointed by the gov- 
ernmental power, and thus are solely responsible to the public interest. 

2. The purchase of necessary property and equipment is financed, 
to the fullest extent possible, by the sale of revenue bonds to private 
investors, such bonds to be paid, as to both principal and interest, 
solely out of revenues, and to constitute in no way an obligation of any 
governmental taxing body. 

The principal considerations that led the council and the Arlington 
federation to favor a public Authority in preference to private owner- 
ship and operation, regardless of whether or not such private opera- 
titon could be arranged, were as follows: 

1. The public authority form of administration has been used in 
recent years to an increasing extent and with almost uniform suc- 
cess, in the financing of toll highways, toll bridges, water supply sys- 
tems, and other forms of sel f-liquidating enterprises. 

2. The public authority is also a tried and tested form of operation 
for public transportation. 

The Chicago Transit Authority, for example, has done a remark- 
able job of rehabilitating public transportation in that city. In 1947 
it took over the two principal public transportation lines in the city, 
both of which had been in receivership for several years. The pur- 
chase was financed by the sale of $105 billion in revenue bonds to 
private investors at interest rates ranging from 3% to 334, percent. 

In less than 8 years, up to the end of 1954, the Authority had spent 
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some $95 billion in the purchase of new rolling stock and had accumu- 
lated a net surplus of over $6 billion. 

All of this was accomplished without the expenditure or obligation 
of a dollar of tax money. 

3. Revenue bonds represent the least expensive means of financing. 
The Public Utilities Commission has considered proposals to finance 
a privately owned public transportation system by the sale of capital 
stock. In order to sell such stock, prospective investors would expect 
to be assured a return of at least 6 percent on their investment. 

A private company, however, would first have to pay the Federal 
corporation tax of 52 percent on net earnings. In order to pay divi- 
dends of 6 percent therefore, net earnings of at least 12 percent would 
be necessary; an impossible burden in the present condition of public 
transportation. 

Contrast this with the cost of financing by means of revenue bonds, 
which it should be possible to sell at 4 percent or less. The sale of 
capital stock is just about the most expensive form of financing that 
can be imagined. 

4. We believe that the entire metropolitan area should ultimatel 
be served by a single integrated public transportation system. x 
public authority, geared to this end, would appear to be the surest 
means to attain this goal. Place public transportation again in the 
hands of a private company, and we would be no nearer the goal 
than we were prior to last August. 

5. The authority form of organization preserves the central prin- 
ciple of free enterprise in that it must be self-supporting. The ne- 
cessity for maintaining financial solvency without leaning on public 
credit to make up any deficit that might occur is an incentive to efli- 
cient management. 

A board of directors composed of outstanding business and pro- 
fessional men of the area, willing to devote their time and talents to 
the public interest, having broad powers and functioning through a 
competent. manager, as provided in House bill No. 8901, would appear 
to be the best way of insuring that the public interest will be well and 
ably served. 

Mr. Harris. Thank you very much, Mr. Kingsbury. We are glad 
to have your statement on behalf of your counsel. You have offered 
some very fine suggestions that certainly should be and will be con- 
sidered. 

Mr. Kinessury. Thank you, sir. 

Mr. Harris. Any questions? 

Weare very glad to have had your presentation. 

Mr. Kinessury. Thank you, gentlemen. 

Mr. Harris. Mr. William Stempil. 


STATEMENT OF I. WILLIAM STEMPIL, VICE PRESIDENT AND 
ASSISTANT GENERAL COUNSEL, WASHINGTON RAPID TRANSIT 
SYSTEM, INC. 


Mr. Srempu. Mr. Chairman, I will cut it down to no more than 
15 minutes, but approximately 10. 

Mr. Harris. Very well. 

I hope it will be remembered that this committee is trying to get 
to everyone that is here. We have been as patient as we can, I might 
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say; we try to be anyway. We have a schedule that we have to make. 
We announced that we would dedicate 4 days to this emergency hearing 
and we have tried to meet that. We have to get through this afternoon. 

Mr. Srempiv. Mr. Chairman, 8. 3073, $4th Congress, 2d session, 
and its companion bill introduced in the House, entitled, “A bill to 
provide for an adequate and economically sound transportation sys- 
tem or systems to serve the District of Columbia and its environs; to 
create and establish a public body corporate with powers to carry out 
the provisions of this act; and for other purposes,” contains deficien- 
cies which, if allowed to go unanswered will allow this created au- 
thority to become so monopolistic that, not only will it defeat its 
own purpose but at the same time find itself an orphan of the Federal 
or District Government or both, knocking at their doors for relief 
or using the easy way out by turning over this “monstrosity” to a 
private operator who will demand, and should get, the same benefits 
requested by this “public authority.” All, no doubt, at the expense of 
the general taxpayer. 

In order to approach this subject properly, each section of the pro- 
posed bill will be analyzed separately and the objections or sugges- 
tions thereto noted. 

The statement on line 20, page 2: 


* * * that the Congress finds the establishment of an adequate transportation 
system to operate in the Washington metropolitan area, commencing August 15, 
1956, as a replacement for Capital Transit Co., cannot be accomplished by the 
ordinary operations of private enterprise without public participation. 
is without foundation. 

Mr. Harris. Are you reading? 

Mr. StemriL. The prepared statement is in the record. I am Just 


taking parts of this. 

Mr. Harris. It has not gone in the record yet. I was not sure that 
you had offered anything. 

Mr. Srempiu. I had, Mr. Chairman. 

Mr. Hate. If it is a statement, I think the members would like to 
have it. 

Mr. Stempit. I have given it to the clerk and would ask that the 
full statement be accepted. 

Mr. Harris. You have one copy here? 

Mr. Srempiu. I have some more. 

Mr. Harris. I think it would be advisable to let the members have 
them. 

Mr. Sremptt. I will see that they have copies. 

Mr. Hate. It is easier for us to follow your statement if we have 
it while you are reading it. 

Mr. Stremrtt. We repeat, the statement is without foundation be- 
cause since August of 1955, and continuing through today, the Public 
Utilities Commission for the District of Columbia and the Com- 
missioners for the District of Columbia have been given a sound and 
proper plan for the uninterrupted operation of the present trans- 
portation system by the Washington Rapid Transit System, Inc.; in 
short. a new equity of ownership in the Capital Transit Co. without 
the Wolfson interests and a gradual elimination of the streetcars 
used in the system, following the plan suggested in the study made by 
the W. C. Gilman Co., the leading transportation authority in this 
field. 


74323—56——_24 
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There is a record of the Gilman report both here and in the Senate. 

The general-purpose clause continues in a most ambiguous fashion. 

Page 3, lines 1 through 7: 
* * * that to these ends it is necessary to enact the provisions hereafter set 
forth and to create and establish a public body corporate with powers to acquire, 
extend, improve, and operate an adequate transportation system or systems in 
the Washington metropolitan area to provide service at reasonable rates for 
the residents of the Washington metropolitan area * * * 

This statement alone indicates the inadequacy of thinking and 

: quac} ; £ 

preparation and complete lack of knowledge of the subject. 

In all of the requests made by the PUC for private operation of 
the transportation system, when this emergency was created, the appli- 
cants were required to spell out in specific detail nine steps which 
the PUC claimed it needed to study before it could recommend an 
applicant to Congress for a franchise. They were: 


1. ORGANIZATION 


This was answered by advising the PUC that Washington Rapid 
Transit System, Inc., was organized under the District of Columbia 
laws on August 26, 1956, in Washington, D. C., with I. William Stem- 
pil, Ford E. Young, Jr., and Marshall R. Diggs as the incorporators 
and still actively interested in this matter. 

The Commission was further advised that it was the plan of WRTS, 
Inc., to create a board of directors consisting of 20 members, 15 to 
be elected and 5 to serve as advisors, with or without pay, as decided 
at a later date. The following names were given as prospective mem- 
bers of the board and possible electees to offices : 

Col. Herbert Frost, Col. Frank Collines, Marshall R. Diggs, Ford 
EK. Young, Jr., P. H. Matthews, I. William Stempil, James Bennett, 
Capt. Harry C. Maull, Jr., Frances W. Freed, H. Mason Welch, John 
R. Steelman, Bernard Bralove, Morris Kraft, Charles V. Koons, 
Wesley W. Williams, Bernard Tompkins. 

Your files may show certain other names, but this is the revised and 
final list as of today. Other names may be added or deleted as it 
becomes necessary to make changes. 


2. TYPE OF SERVICE 


This was answered that if WRTS, Inc., got the control of Capital 
Transit Co., for which negotiations are still going on as of today, 
February 20, 1956, they would ask the Commission to recommend the 
rescinding of the charter and franchise cancellation imposed last sum- 
mer, and allow the new owners of Capital Transit to operate the 
system without any changes in the original franchise. 

Failing in this, Mr. Stempil advised that his company would start 
negotiations for leasing the equipment and facilities of the Capital 
Transit Co. and for same to be operated by Washington Rapid Transit 
System, Inc. 

It was pointed out to the Commission that in no way, shape or form, 
would there be absentee or foreign management, since it was the avowed 
purpose of the applicant to invite the present operating management 
of Capital Transit Co. to continue in service. By operating manage- 
ment we meant, and still mean, everyone other than the Wolfson group. 
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It was also pointed out to the Commission that WRTS, Inc., intended 
to replace the streetcars with buses as soon as it was feasible and as 
outlined in the Gilman report, but stated emphatically that it was 
impossible to get the sufficient number of buses to operate an all-bus 
system by August 15, 1956, as required and demanded by the Commis- 
sion, unless the order for buses was given to several manufacturers 
before the end of December 1955. 

The PUC was advised that under the WRTS plan, an expanded use 
of shuttle service was to be inaugurated whereby speedy express service 
to downtown Washington would be possible, since the shuttle service 
would bring outlying area passengers to central express terminal 
points ringing the city and from thence, transfer the passengers to 
express buses, at no extra cost. 

A study made of the present equipment of Capital Transit indicated 
that it would be feasible to order a minimum of 450 new buses during 
the next 18 months to replace worn-out and costly maintained equip- 
ment, this to be paid for in the usual equipment trust manner and 
through the benefit of depreciation. 


MANAGEMENT EXPERIENCE IN MASS TRANSPORTATION 


Changes in this part of the query now make it possible for WRTS 
to advise the Commission that management as such would remain with 
the present management of Capital Transit Co., excluding, of course, 
those persons who comprise the Wolfson group, i. e. : 

Louis Wolfson, J. A. B. Broadwater, FE. B. Gerbert, and the others 
who are “foreign” to the Washington scene, and solely in the picture 
because of Louis Wolfson. 

Persons such as J. B. Ecker, Godfey Butler, and the balance of 
operating executives, including E. C. Giddings and James Flanagan, 
would, of course, be retained because of their experience, knowledge 
of the problems confronting Washington transit riders, and overall 
know-how. 

We saw no reason to make any changes here since we deemed it un- 
wise to bring in “foreign” management from places such as Cleveland 
or Minneapolis, and turn over such an important function in our 
makeup to persons completely unfamiliar with Washington. 

The heastnad before the public, the Public Utilities Commission and 
the Senate District Committee indicated plainly that Capital Transit 
is a good operating company, composed of experienced men, and a 
fine record for maintaining equipment and facilities in A-1 condi- 
tion. We do not intend to deviate from this format. 


PROPOSED METHOD OF FINANCING 


The Commission was advised that $250,000 was available in our 
escrow account, already subscribed for, $4,200,000 in firm commit- 
ments if the permit was granted and a franchise recommended, with 
a plan to sell $514 million worth of stock in WRTS if necessary. 

The Commission was advised that $15 million additional would be 
necessary if an all-bus operation was insisted upon, outside of operat- 
ing Capital Transit as such, this being necessary since it would call 
for special facilities to house the equipment, et cetera. 
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At this hearing, Mr. Lewis M. Clarson, assistant chief accountant 
for the Public Utilities Commission, asked Mr. Stempil what per- 
centage of stock would be needed to acquire control of Capital Transit 
Co. Mr. Stempil refused to answer on the grounds that it would be 
violating a confidence between client and attorney but noted that the 
acquisition would also include the majority of the board of directors 
of Capital Transit Co. 

Mr. Weston requested Mr. Stempil to submit a pro forma balance 
sheet and income statements showing allocation of working capital 
and investments represented by real estate, rolling stock, et cetera. 

This was complied with and the historical data of Capital Transit 
was used as a basis. Incidentally, all of the other applicants have 
used this method too, but WRTS does not contemplate asking for any 
tax relief nor attempt to seek the use of Treasury Department financ- 
ing for a business which is strictly a private matter between investors 
and the public, and only that portion of the public which uses or makes 
use of the transit facilities offered by the operator. 

The pro forma information furnished indicated this operation 
could return a fair figure to the willing investor. 


NUMBER, TYPE, AND SIZE OF BUSES 


The Commission was advised that if an all-bus system was their 
desire, WRTS could have 1,200 buses in operation on August 15, 1956, 
plus 120 buses in reserve for replacement and emergency use. 

Transit Buses, Inc., of Kalamazoo, Mich., manufacturers of transit- 
type buses advised Mr. Stempil that it could deliver at least 400, and 
possibly 500, of their 42-passenger-type bus, gasoline operated, by 
August 15, 1956, if the order was placed by January 31, 1956. The 
cost of these buses is $13,000 each, $9,000 less than the diesel type 
manufactured by General Motors, Mack, and Southern Bus Co. 

It is the intention of WRTS to use these buses during off hours and 
as part of the shuttle service plan. The balance of the equipment 
would be diesel, 450 from General Motors and 450 from Mack. The 
terms of purchase are the same as for any other purchaser. Either 
5 or 10 percent down and financed through equipment trust certificates. 


GENERAL ADMINISTRATIVE AND MAINTENANCE PLAN 


The Commission was advised that if WRTS took over from Capital 
Transit, it would follow the Gilman report in the job of repaving 
the streets where the tracks are now, if it could not conventionally 
secure permission from Congress and the Public Utilities Commission 
to delay the penalty imposed on Capital Transit when the franchise 
and charter were revoked. 

However, WRTS definitely foresaw the eventual elimination of the 
way structures in this regard but advised the Commission it would be 
smarter to coordinate this work with the street improvement plan 
now in progress here in the District, namely, doing the job at the same 
time when the District repaves its portion of the particular streets 
involved, the thought being that it could be done more efficiently if 
done in this fashion. 
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That, therefore, was the extent of all of the meetings with the 
Public Utilities Commission, and the only word from them was “Get 
the money.” 

But, when it comes to the Public Utilities Commission’s own appli- 
cation, it “fluffs” off the requirements with the statement: 

* * * to operate an adequate transportation system or systems in the Wash- 
ington metropolitan area at reasonable rates for the residents of the Washington 
metropolitan area. 

Evidently the king can do no wrong and the rules of the game are 
different when the Public Utilities Commission or the District Com- 
missioners want to get into the transit business, or give it away to 
some favored group, i. e.: the Kampelman group which, to date, has 
presented a plan so full of whole nothings that it would be grounds 
for malfeasance in office if the Commissioners dare to foist this plan 
upon you. 

In the bids sent out August 22, 1955, the Public Utilities Commis- 
sion made it plain that the successor to Capital Transit must indicate 
that it would operate an all-bus system. But in S. 3073, this is care- 
fully avoided, and nowhere in the bill is there such a reference. 

Obviously the Public Utilities Commission has seen the error of 
its ways and intends to continue along the lines spelled out in the 
Washington Rapid Transit System Plan, namely, a combination bus- 
streetcar system, as is now being operated, and a gradual elimination 
of the streetcars as per the Gilman report. 

The Commission was also advised that inquiries were being made 
to determine the costs of repaving, et cetera, with various contractors 


along with studies as to the salvage values, since Washington Rapid 
Transit System differed and disagreed with certain figures compiled 
by the Public Utilities Commission in this respect. 

“We gave them pro forma balance sheets which indicated what we 
believe to be realistic projections using historical figures that the 
Public Utilities Commission used. 


ROUTES AND SCHEDULES 


The Commission was advised that no changes in routes and/or 
schedules was contemplated as now provided for by Capital Transit, 
but it was indicated that certain improvements would be made if al- 
lowed to do so by the Commission. 


PROPOSED FARE STRUCTURE 


No change in fares at the present time, but a return to the weekly 
pass, and a special shoppers’ pass valid between 9:30 a. m. and 3:30 
p. m, would be inaugurated, along with additional fringe and inner- 
fringe parking facilities added to those now in existence. 


ESTIMATES OF REVENUES, EXPENSES, AND NET INCOME 


The pro forma balance sheets attached hereto indicates what we 
believe is a realistic picture. We challenge the Commission to find 
fault or error with same. 

Washington Rapid Transit System was asked if it would pay for 
the cost of a public hearing. It agreed to do so, and did. We also 
agreed to post a performance bond. 
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We call your attention to the fact that the Kampelman group has 
avoided any of the costs imposed on any of the other applicants to 
date. They should now, if they haven’t previously, recognized the 
folly of attempting to abandon a major part of a successful system 
overnight. It just isn’t good business. : 

On page 5, lines 14-15 of section 4 (a), the words: 

* * * that the Washington Metropolitan Transit Authority shall be an agency 
and instrumentality of the District of Columbia. 

are dangerous. The Authority, therefore, is placed in the category 
of a governmental agency immune to important public safeguards 
as will be pointed out later on. 

When such an important step in our economic system is contem- 
plaints the destruction of a private enterprise in favor of a public 

dy vested with complete and czaristic authority, the inadequate 
preparation should cease immediately, and this same Authority should 
be required to furnish the congressional committees with a complete 
set of bylaws, rules, and regulations to govern its functions, and 
provision made that all resolutions, proceedings, documents, and 
records shall be open to public inspection without exceptions. 

This would cure the Authority’s request as noted on lines 15 through 
18, section b, page 7: 

* * * except such documents and records as shall be kept or prepared by the 
Authority in negotiations, actions, or proceedings to which the Authority is a 
party. 

As it is written, we can readily see that all of those actions noted 
above will have the Authority as a party and therefore nothing will 
be available to the public. 

Congress should not be a party to creating a creature clothed with 
a governmental toga, without first knowing every detail of its opera- 
tional setup, bylaws, rules and regulations which will govern that 
Authority, because without this information, Congress will never be 
able to explain the inevitable failure of a plan such as the one attempt- 
ing to be foisted on this committee. 

Section 4 (c) page 7, line 21, et seq, notes that : 

* * * nending the appointment, qualification * * * the Board of Commis- 


sioners of the District of Columbia, with two of the Commissioners constituting 
a quorum, are authorized and directed to function as such a board, et cetera * * * 


What safeguard is there in the act that the Board of Commissioners 
will not take an unduly long time to appoint that board of directors? 

We must not fool ourselves into thinking that prominent persons 
residing in the District of Columbia are going to fall over themselves 
in asking to be appointed to that board. Those persons who will be 
approached already know, or should know, the trials and tribulations 
of a transit operation, and I am sure they will think twice before 
accepting the most thankless job here in the District of Columbia. 

These directors will always be subject to constant criticism, both 
good and bad, but in the end will have to accept the responsibilities 
attendant to the shortcomings of the operation, if it ever goes into 
effect. 

Sound-thinking men will examine and weigh the appointment 
offered very carefully, before accepting same, especially, too, at the 
salary being offered. 
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The method of selection of the board of directors is inadequate, 
farfetched, and lacks the substance necessary from the start, to assure 
any measure of success. 

Indicating in the bill that 2 of the 3 commissioners will constitute 
a quorum and will function as the governing body until the board is 
constituted; the committee should realize that Commissioner Spencer 
is leaving office on April 1, 1956, his resignation having been accepted 
by the President. In his place will be appointed Mr. David Karrick, 
a respected and most able lawyer and successful businessman in the 
District of Columbia. <A better appointment would be hard to find. 

Commissioner McLaughlin manages to keep busy with other Dis- 
trict affairs and, in considering his abilities, he is doing a pretty good 
job. Prior to his appointment as District Commissioner, he was chair- 
man of the PUC. His activities and leanings towards private enter- 
prise can be evaluated from his record as a member of the PUC. It 
would seem to indicate that he does not favor the continuation of the 
Wolfson type of management, but he should be queried whether or not 
he is opposed to the continuation of good private operation of the pres- 
ent transit system as it is constituted, without the Wolfson group. 

As to General Lane, this is just another tour of duty for him. Soon 
it will be over and he will be on his way to another post designated by 
the Army. As the Engineer Commissioner of the District, he is also 
a member of the PUC but most of his work is done for him on this 
Commission by a staff of “expert” assistants who, from personal 
knowledge, haven’t ridden on a public conveyance in years, depending 
mainly on chauffered tours or riding in their own cars. 

Section 5, headed Powers of Authority, are too vague and indefinite. 
No enterprise, so complicated, so necessary in detail should be allowed 
to even be conceived without giving specific information alluded to 
here. This should not be the function of Congress or the committees. 

The entire setup should be presented to you prepared and complete. 
The powers intended to be delegated should be enumerated and 
evaluated, and then let the congressional committees approve or dis- 
approve same. Otherwise, this Authority will be running to Con- 
gress every Monday and Thursday, every time changes are to be made, 
or seeking to find the answers to problems spelled out now. 

It will be an endless task and the experience of the closing days of 
each session clearly indicates that hurried legislation sometimes passed 
without due consideration for the real needs of the people of 
Washington. 

Part (c) of section 5 again indicates the lack of preparation on the 
part of the framers of the bill. 

The powers granted therein are so vague, so indefinite, so loose, that 
unless the committees demand to know what the rules, bylaws, and 
regulations are in advance, these same committees will be parties to 
actions that will have violent repercussions in many reports, i. e., labor, 
personnel, pension funds, seniority, contracts, purchases, law suits, 
et cetera. 

With respect to the law suits, the wording of part (a) page 8, be- 
ginning with line 23 and running over to line 3 of page 9, the self- 
imposed immunity against seizure of property is completely undemo- 
cratic unless the Authority admits here and now that it is truly a 
Federal or District instrumentality, a body corporate which must look 
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to public funds for creation and continuation of its functions at all 
times. 

When the PUC made its request from private operators or appli- 
cants, it insisted on facts and figures with reference to fares, tolls, 
rates, rentals, fees, personnel, et cetera, but in its own application to 
you to operate a transit system, it feels justified in just noting that the 
Authority will have the power to—see parts h, i, j, k, of section 5, 
pages 9 and 10. 

When Washington Rapid Transit System, Inc., asked for the same 
powers and gave more detailed information, this was rejected. Why? 

Washington Rapid Transit System, Inc., is in a position to con- 
tinue uninterrupted operation of the present system if allowed to do 
so under the same conditions as requested by the Authority, but re- 
minding the committees that it is not seeking to avoid any taxes 
imposed on a private enterprise, very much unlike the request made 
by the Authority in this respect. 

I may ask the members of the committee to note that Capital Tran- 
sit in all its years of operation, other than the fact that it has taken 
several million dollars out of the reserve fund or the surplus fund, 
has always operated in the black. Here is one company, peculiar 
within itself, in the country that does not owe any money, has met 
its obligations, perhaps has paid more out of surplus than it should 
have, but on the whole has always made money. A continued opera- 
tion of this sort is a lot better than creeping socialism as is suggested 
by a public authority. 

Part 1 of section 5 has been discussed but it is so dangerously worded 
that it can either make or break any existing company that might 
want to oppose or favor the Authority’s action, depending on which 
way the political winds blow in the neighboring States of Virginia 
and Maryland. 

Part (m) indicates very plainly the lack of preparation or even 
an attempt at a study being made of this facet. 

The items of insurance and indemnity should be made known to 
the committees beforehand. We are ready to assist the Commission 
in this regard, upon request. We know that this item alone, insur- 
ance, calls for a ready cash fund of no less than $1 million and by its 
own admission the PUC claims it is not enough. 

Section (n) admits in advance the lack of ability of the Authority 
to conduct its own affairs and indicates it will have to depend on 
private sources if it intends to start operating properly. 

Section (o) as it is written, means nothing. Yet it is couched in 
such a catchall type of language that it could be the “sleeper” where- 
in this Authority would be the ultimate in autonomy and unrestricted 
in power. 

Section 6 (a) with reference to the use of eminent domain powers 
to acquire the items listed forebodes an endless number of suits filed 
in opposition to the Authority’s desires. We are prepared to furnish 
the committees with a schedule prepared by the PUC indicating their 
own valuation of the properties belonging to Capital Transit Co. 
Let the committees be on guard. The figures used by the PUC are 
unrealistic and will only lead to lawsuits galore. 
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It is the opinion of the writer that it will not be an easy or quick 
task for the Authority to procure the physical needs to operate the 
system. 

Part (b) of section 6 is strictly a maneuver on the part of the 
Authority to require Capital Transit at their own figures and on 
their own terms. It will be a good trick if it can be done. The 
Authority is careful not to say anything definite about liquidating 
the penalties imposed on Capital Transit, removal of street car tracks, 
et cetera. This item alone is noted by the PUC to amount to more 
than $9 million. The reference to compensation for sequestration is 
very vaguely mentioned in this section. I urge the committee to 
watch out. 

I question the Authority as to what it intends to do about the more 
than $8 million worth of damage and negligence suits still pending 
against Capital Transit. 

Part (c) does not take into consideration the powers that the ad- 
joining States now exercise over the existing carriers. 

Section 7 (a), (b), (c), (d) relating to Power of Eminent Do- 
main has been previously discussed. I might say, in passing, that 
I know that eminent domain usually ends with taking real estate. 
As far as the taking of personal property, there is going to be an 
awful wide distinction between what the Authority might think 
the 14-year old buses are worth and what they actually are worth, be- 
cause performance speaks for itself. They are in top maintenance and 
for the last 7 years the Capital Transit Co. has won the National award 
for having the best maintained equipment in the country. Therefore, 
there must be some awfully good life left in these so-called old White 
buses. 

I might remind the committee that the White Co. is not out of the 
bus business as was previously noted. They still manufacture buses, 
and go in for school buses as a main item. But I have been advised 
that they can tool up any day they have to if there is a market 
for it. At the same time, the parts are always there ready to be used 
if necessary on these so-called old buses. 

Subsection (5) of part (d) assumes that the Authority can tell the 
courts what to do and what action it shall expect. That, I want to 
see. It is presumed that our courts know what to do in condemnation 
cases without being obligated to this type of Authority. 

Section 8 (a) is a reversal of the Authority’s purpose and is a dis- 
tinct indication that if it takes over Capital Transit Co. it will carry 
the burden of the cost of removing the structures facilities or appli- 
ances as an incident or result of the relation or removal. By its own 
admission, the cost is in excess of $9 million. Capital Transit is obli- 
gated to do this right after August 15, 1956. Does the Authority 
intend to honor this obligation and penalty right after August 15, 
1956, or will it exercise its powers to defer this action forever? 

It seems what is goose for the goose is not goose for the gander. 

In my estimation it is a case of slight discrimination in favor of 
the Authority bent on destroying private enterprise as we know it, 
for a form of a private enterprise as they would want you to believe, 
which they insist is best for Washington. 

Sections 9, 10, and 11 are couched in such language that it should 
not be finalized until the committees are in possession of detailed 
plans and clarification in every respect. Not a single bond of the 








372 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


Authority should be authorized until each and every aspect is specifi- 
cally noted and spelled out in detail. As the sections stand now, they 
mean nothing. 

When the PUC made its demands on private operators or appli- 
cants for detailed financial information, it meant business. But when 
the Authority wants to go ahead and get into the transit business it 
plans to proceed without giving any details of its plans in advance 
as required from us. How much more insulting can the authors of 
this piece of legislation get when they offer to the committees a lawyer 
and broker who helped write this bill, as witnesses and allow them to 
testify in generalities without any specific information being fur- 
nished for the guidance of the committees ? 

Every one of the subsections here should be explained in detail 
and not allowed to stand as requested. Then and only then will the 
committees know the true facts behind this method of financing a 
body which eventually becomes a public charge and a burden to tax- 
payers who are not affected by the operation here. 

As to section 13, either this is going to be a District of Federal in- 
strumentality and the credit of either or both will have to be pledged 
or the job of selling the securities is hopeless. 

When the time comes to pay off the Seondineidonns and there is not 
enough money in the coffers to do so, 1 of 2 courses is open to the 
Authority: A, raise the fares to meet the obligations; or B, float 
another bond issue to pay off the first one. 

Section 14 indicates that the United States of America is giving 
its blessing to the Authority. But the guaranties will have to be 
scrutinized carefully by the committees and Congress as a whole. 

Section 15: Nocomment. 

Section 16: Well all of the subsections have restrictions not in ac- 
cord with good business practices. 

Section 17: Here is the nub. No taxes, but a lot of power. A plain 
case of cutting off your nose to spite your face. Where will the 
District get the moneys lost through the exemption of taxes noted ? 

The answer is by raising taxes again and affecting a lot of taxpayers 
who derive no benefit from the operation. 

Sections 18 through 26, in my personal opinion, are repugnant to 
good business, and we desire to be heard orally on our objections. 

Section 27 is objected to in its entirety because we feel with the plan 
offered by Washington Rapid Transit System, Inc., also depended, in 
part, on private financing of a long term character, and if the Au- 
thority can borrow from the Treasury under their plan, sketchily as 
it is, we demand the same right. But, actually, we do not need to 
resort to that at all. We can get the necessary financing without put- 
ting the bite on the public treasury. 

As of this moment, during the lunch hour today, I spoke to the 
people who intend to back this situation up as far as the continuation 
of the private operation of Capital Transit and they have requested 
me to make the statement that unless they are finished with their 
negotiations within 14 days from today we will not come back and 
ask for any consideration nor will we go to the Public Utilities Com- 
mission and ask for their recommendation or the allowance of a 
permit which should finally receive your blessings. _ 

We make this statement in all honesty and sincerity. 
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I must tell the committee in a few words what has happened in the 
past. 

Mr. Harris. Mr. Stempil, you said you would take less than 15 
minutes. You have had nearly 30 minutes. 

Mr. Stempit. May I call your attention to one point ? 

Mr. Harris. Yes. 

Mr. Stemerm. May I prepare a written statement for the record ? 

Mr. Harris. I thought you had a written statement. 

Mr. Stempri. Other than the one that I have here. 

Mr. Harris. Yes, you may submit any additional statement you 
desire. 

(Mr. Stempil’s prepared statement follows :) 

FEBRUARY 20, 1956. 


Re petition of Washington Rapid Transit System, Inc., to operate a transpor- 
tation system in the District of Columbia after August 15, 1956, and reasons 
for opposition to S. 3073, 84th Congress, 2d session, and its companion bill in 
the House of Representatives which would create a public authority to 
operate a public transportation system in the area known as Metropolitan 
Washington. 


Hon. M. M. NEELy, 

Chairman, Senate District Committee. 
Hon. JouHn L. MCMILLAN, 

Chairman, House District Committee. 
Hon. OREN HARRIS, 

Chairman, Commerce Subcommittee. 


GENTLEMEN, 8. 3073, 84th Congress, 2d session, and its companion bill intro- 
duced in the House, entitled “A bill to provide for an adequate and economically 
sound transportation system or systems to serve the District of Columbia and its 
environs; to create and establish a public body corporate with powers to carry 
out the provisions of this act; and for other purposes,” contains deficiencies 
which, if allowed to go unanswered will allow this created authority to become 
so monopolistic, that, not only will it defeat its own purpose but at the same 
time find itself an orphan of the Federal or District government or both, knocking 
at their doors for relief or using the easy way out by turning over this “mon- 
strosity” to a private operator who will demand—and should get—the same 
benefits requested by this public authority. All, no doubt, at the expense of the 
gveneral taxpayer. 

In order to approach this subject properly each section of the proposed bill 
will be analyzed separately and the objections or suggestions thereto noted. 

The statement, line 20, page 2, ‘‘* * * that the Congress finds the establishment 
of an adequate transportation system to operate in the Washington metropolitan 
area, commencing August 15, 1956, as a replacement for Capital Transit Co., 
cannot be accomplished by the ordinary operations of private enterprise without 
public participation” is without foundation. We repeat, the statement is with- 
out foundation because since August of 1955 and continuing through today, the 
Public Utilities Commission for the District of Columbia and the Commissioners 
for the District of Columbia have been given a sound and proper plan for the 
uninterrupted operation of the present transportation system by the Washington 
Rapid Transit System, Inc., in short—a new equity of ownership in the Capital 
Transit Co. without the Wolfson interests and a gradual elimination of the street 
cars used in the system following the plan suggested in the study made by the 
W. C. Gilman Co., the leading transportation authority in this field. (See Senate 
District Committee Report of Hearings, inserted as appendix to hearings of 
February 15, 1956, by Senator Wayne Morse.) 

The general purpose clause continues in a most ambiguous fashion. Page 3, 
lines 1 through 7—“that to these ends it is necessary to enact the provisions 
hereafter set forth and to create and establish a public body corporate with 
powers to acquire, extend, improve, and operate an adequate transportation 
system or systems in the Washington Metropolitan Area to provide service at 
reasonable rates for the residents of the Washington Metropolitan Area * * *.” 

This statement alone indicates the inadequacy of thinking and preparation and 
complete lack of knowledge of the subject. 
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In all of the requests made by the PUC for private operation of the transporta- 
tion system, the applicants were required to spell out in specific detail nine 
steps which the PUC claimed it needed to study before it could recommend an 
applicant to Congress for a franchise. They were: 





1. ORGANIZATION 


This was answered by advising the PUC that Washington Rapid Transit 
System, Inc. was organized under the District of Columbia laws on August 26, 
1956, in Washington, D. C., with I. William Stempil, Ford E. Young, Jr., and 
Marshall R. Diggs as the incorporators and still actively interested in this 
matter. The Commission was further advised that it was the plan of WRTS, 
Inc., to create a board of directors consisting of 20 members, 15 to be elected and 
5 to serve as advisers, with or without pay, as decided at a later date. The 
following names were given as prospective members of the board and possible 
electees to offices: Col. Herbert Frost, Col. Frank Collins, Marshall R. Diggs, 
Ford E. Young, Jr., P. H. Matthews, I. William Stempil, James Bennett, Capt. 
Harry C. Maull, Jr., Frances W. Freed, H. Mason Welch, John R. Steelman, 
Bernard Bralove, Morris Kraft, Charles V. Koons, Wesley W. Williams, Bernard 
Tompkins. (Your files may show certain other names, but this is the revised 
and final list as of today. Other names may be added or deleted as it becomes 
necessary to make changes. ) 


2. TYPE OF SERVICE 


This was answered that if WRTS, Inc. got the control of Capital Transit Co., 
for which negotations are still going on as of today, February 20, 1956, they 
would ask the Commission to recommend the rescinding of the charter and 
francise cancellation imposed last summer, and allow the new owners of Capital 
Transit to operate the system without any changes in the original franchise. 
Failing in this, Mr. Stempil advised that his company would start negotations 
for leasing the equipment and facilities of the Capital Transit Co. and for same 
to operated by Washington Rapid Transit System, Inc. 

It was pointed out to the Commission that in way, shape, or form, would 
there be absentee or foreign management, since it was the avowed purpose of 
the applicant to invite the present operating management of Capital Transit Co. 
to continue in service. By operating management we meant, and still mean, 
everyone other than the Wolfson group. 

It was also pointed out to the Commission that WRTS, Inc. intended to replace 
the streetcars with buses as soon as it was feasible and as outlined in the Gilman 
report, but stated emphatically that it was impossible to get the sufficient num- 
ber of buses to operate an all-bus system by August 15, 1956, as required and 
demanded by the Commission, unless the order for buses was given to several 
manufacturers before the end of December 1955. The PUC was.advised that 
under the WRTS plan, an expanded use of shuttle service was to be inaugurated 
whereby speedy express service to downtown Washington would be possible, 
since the shuttle service would bring outlying area passengers to central express 
terminal points ringing the city and from thence, transfer the passengers to 
express buses—at no extra cost. 


MANAGEMENT EXPERIENCE IN MASS TRANSPORTATION 


Changes in this part of the query now make it possible for WRTS to advise 
the Commission that management as such would remain with the present manage- 
ment of Capital Transit Co., excluding of course, those persons who comprise the 
Wolfson group, i. e.: Louis Wolfson, J. A. B. Broadwater, E. B. Gerbert, and the 
others who are foreign to the Washington scene, and solely in the picture because 
of Louis Wolfson. 

Persons such as J. B. Ecker, Godfrey Butler, and the balance of operating 
executives, including E. C. Giddings and James Flanagan, would of course be 
retained because of their experience, knowledge of the problems confronting 
Washington transit riders, and overall know-how. 

We saw no reason to make any changes here since we deemed it unwise to bring 
in foreign management from places such as Cleveland or Minneapolis, and turn 
over such an important function in our makeup to persons completely unfamiliar 
with Washington. 

The hearings before the public, the Public Utilities Commission, and the Senate 
District Committee, indicated plainly that Capital Transit is a good operating 
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company, composed of experenced men, and a fine record for maintaining equip- 
ment and facilities in A-1 condition. We do not intend to deviate from this 
format. 

PROPOSED METHOD OF FINANCING 


The Commission was advised that $250,000 was available in our escrow 
account, already subscribed for. $4,200,000 in firm commitments if the permit 
was granted and a franchise recommended, with a plan to sell $5% million worth 
of stock in WRTS if necessary. The Commission was advised that $15 million 
additional would be necessary if an all-bus operation was insisted upon, outside 
of operating Capital Transit as such, this being necessary since it would call 
for special facilities to house the equipment, ete. 

At this hearing, Mr. Lewis M. Clarkson, Assistant Chief Accountant for the 
PUC, asked Mr. Stempil what percentage of stock would be needed to acquire 
control of Capital Transit Co. Mr. Stempil refused to answer on the grounds 
that it would be violating a confidence between client and attorney but noted 
that the acquisition would also include the majority of the board of directors 
of Capital Transit Co. 

Mr. Weston requested Mr. Stempil to submit a pro forma balance sheet and 
income statements showing allocation of working capital and investments repre- 
sented by real estate, rolling stock, ete. 

This was complied with and the historical data of Capital Transit was used as 
a basis. Incidentally, all of the other applicants have used this method too, 
but WRTS does not contemplate asking for any tax relief nor attempt to seek 
the use of Treasury Department financing for a business which is strictly a 
private matter between investors and the public, and only that portion of the 
public which uses or makes use of the transit facilities offered by the operator. 

The pro forma information furnished indicated that this operation could 
return a fair figure to the willing investor. 


NUMBER, TYPE, AND SIZE OF BUSES 


The Commission was advised that if an all-bus system was their desire, WRTS 
could have 1,200 buses in operation on August 15, 1956, plus 120 buses in reserve 
for replacement and emergency use. Transit Buses, Inc., of Kalamazoo, Mich., 
manufacturers of transit-type buses advised Mr. Stempil that it could deliver at 
least 400 and possibly 500 of their 42-passenger type bus, gasoline operated, by 
August 15, 1956, if the order was placed by January 31 of 1956. The cost of these 
buses is $13,000 each, $9,000 less than the diesel type manufactured by General 
Motors, Mack, and Southern Bus Co. It is the intention of WRTS to use these 
buses during off hours and as part of the shuttle-service plan. The balance of the 
equipment would be diesel, 450 from GM and 450 from Mack. The terms of pur- 
chase are the same as for any other purchaser, either 5 or 10 percent down and 
financed through equipment-trust certificates. 


GENERAL ADMINISTRATIVE AND MAINTENANCE PLAN 


The Commission was advised that if Washington Rapid Transit System took 
over from Capital Transit, it would follow the Gilman report in the job of re- 
paving the streets where the tracks are now, if it could not conventionally secure 
permission from Congress and the Public Utility Commission to delay the penalty 
imposed on Capital Transit when the franchise and charter were revoked. 
However, Washington Rapid Transit System definitely foresaw the eventual 
elimination of the way structures in this regard but advised the Commission 
it would be smarter to coordinate this work with the street-improvement plan 
now in progress here in the District; namely, doing the job at the same time 
when the District repaves its portion of the particular streets involved. The 
thought being that it could be done more efficiently if done in this fashion. 

That, therefore, was the extent of all of the meetings with the Public Utilities 
Commission, and the only word from them was get the money. 

But, when it comes to the Public Utilities Commission’s own application—it 
“fluffs” off the requirements with the statement: 

“* * * to operate an adequate transportation system or systems in the Wash- 
ington Metropolitan Area at reasonable rates for the residents of the Washing- 
ton Metropolitan Area. * * *” 

Evidently the king can do no wrong and the rules of the game are different 
when the Public Utilities Commission or the District Commissioners want to get 
into the transit business, or, give it away to some favored group, i. e., the 
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Kampelman group, which, to date, has presented a plan so full of whole nothings. 

In the bids sent out August 22, 1955, the Public Utilities Commission made it 
plain that the successor to Capital Transit must indicate that it would operate 
an all-bus system. But in 8. 3073, this is carefully avoided and nowhere in the 
bill is there such a reference. Obviously, the Public Utilities Commission has 
seen the error of its ways and intends to continue along the lines spelled out in 
the Washington Rapid Transit System plan; namely, a combination bus-streetcar 
system as is now being operated and a gradual elimination of the streetcars as 
per the Gilman report. Commission was also advised that inquiries were being 
made to determine the costs of repaving, etc., with various contractors along 
with studies as to the salvage values, since Washington Rapid Transit System 
differed and disagreed with certain figures compiled by the Public Utilities 
Commission in this respect. 


ROUTES AND SCHEDULES 


The Commission was advised that no changes in routes and/or schedules was 
contemplated as now provided for by Capital Transit, but it was indicated that 
certain improvements would be made if allowed to do so by the Commission. 


PROPOSED FARE STRUCTURE 


No change in fares at the present time, but a return to the weekly pass, and 
a special shoppers’ pass valid between 9:30 a. m. and 3:30 p. m. would be in- 
augurated, along with additional fringe and innerfringe parking facilities added 
to those now in existence. 


ESTIMATES OF REVENUES, EXPENSES, AND NET INCOME 


The pro forma balance sheets attached hereto indicates what we believe is a 
realistic picture. We challenge the Commission to find fault or error with same. 

Washington Rapid Transit System was asked if it would pay for the cost of 
a public*hearing. It agreed to do so and did. We also agreed to post a per- 
formance bond. 

We call your attention to the fact that the Kampelman group has avoided any 
of the costs imposed on any of fhe other applicants to date. They should now, 
if they haven’t previously, recognize the folly of attempting to abandon a major 
part of a successful system-overnight. It just isn’t good business. 

On page 5, lines 14-15 of section 4 (a), the words “* * * that the Washington 
Metropolitan Transit Authority shall be an agency and instrumentality of the 
District of Columbia * * *” is dangerous. The Authority therefore is placed in 
the category of a governmental agency immune to important public safeguards 
as will be pointed out later on. 

When such an important step in our economic system is contemplated—the 
destruction of a private enterprise in favor of a public body vested with complete 
and ezaristic authority—the inadequate preparation should cease immediately, 
and this same Authority should be required to furnish the congressional com- 
mittee with a complete set of bylaws, rules, and regulations to govern its func- 
tions and provision made that all resolutions, proceedings, documents, and records 
shall be open to public inspection without exceptions. This would cure the Au- 
thority’s request as noted on lines 15 through 18, section b, page 7—except such 
documents and records as shall be kept or prepared by the Authority in negotia- 
tions, actions, or proceedings to which the Authority is a party. As it is written. 
we can readily see that all of those actions noted above will have the Authority 
as a party and therefore nothing will be available to the public. 

Congress should not be a party to creating a creature clothed with a govern- 
mental toga without first knowing every detail of its operational setup, bylaws, 
rules, and regulations which will govern that Authority because without this 
information, Congress will never be able to explain the inevitable failure of a plan 
such as the one attempting to be foisted on the committees. 

Section 4 (c), page 7, line 21 et seq., notes that “* * * pending the appoint- 
ment, qualification * * * the Board of Commissioners of the District of Columbia 
with two of the Commissioners constituting a quorum are authorized and directed 
to function as such a Board, ete. * * *.” 

What safeguard is there in the act that the Board of Commissioners will not 
take an unduly long time to appoint that Board of Directors? 

We must fool ourselves into thinking that prominent persons residing in the 
District of Columbia are going to fall over themselves in asking to be appointed 
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to that Board. Those persons who will be approached already know—or should 
know—the trials and tribulations of a transit operation—and I am sure they 
will think twice before accepting the most thankless job here in the District of 
Columbia. 

These directors will always be subject to constant criticism—both good and 
bad—but in the end will have to accept the responsibilities attendant to the 
shortcomings of the operation * * * if it ever goes into effect. 

Sound thinking men will examine and weigh the appointment offered very 
earefully, before accepting same, * * * especially, too, at the salary being 
offered. 

The method of selection of the Board of Directors is inadequate, farfetched 
and lacks the substance necessary from the start, to assure any measure of 
success. 

Indicating in the bill that 2 of the 3 Commissioners will constitute a quorum 
and will function as the governing body until the Board is constituted—the 
committee should realize that Commissioner Spencer is leaving office on April 1, 
1956, his resignation having been accepted by the President. In his place will 
be appointed Mr. David Karrick, a respected and most able lawyer and success- 
ful businessman in the District of Columbia. A better appointment would be 
hard to find. Commissioner McLaughlin manages to keep busy with other District 
affairs and in considering his abilities, he is doing a pretty good job. Prior to 
his appointment as District Commissioner, he was Chairman of the PUC. His 
activities and leanings toward private enterprise can be evaluated from his 
record as a member of the PUC. It would seem to indicate that he does not favor 
the continuation of the Wolfson type of management—but he should be queried 
whether or not he is opposed to the continuation of good private operation of the 
present transit system as it is constituted, without the Wolfson group. 

As to General Lane, this is just another tour of duty for him. Soon it will be 
over and he will be on his way to another post designated by the Army. As the 
Engineer Commissioner of the District, he is also a member of the PUC, but 
most of his work is done for him on this commission by a staff of expert assist- 
ants * * * who, from personal knowledge haven’t ridden on a public conveyance 
in years * * * depending mainly on chauffered tours or riding in their own 
cars. 

Section 5: Headed “Powers of Authority” are too vague and indefinite. No 
enterprise, so complicated, so necessary in detail should be allowed to even be 
conceived without giving specific information alluded to here. This should not 
be the function of Congress or the committee. The entire setup should be pre- 
sented to you prepared and complete. The powers intended to be delegated 
should be enumerated and evaluated, and then let the congressional committee 
approve or disapprove same. Otherwise, this Authority will be running to 
Congress every Monday and Thurday everytime changes are to be made or seek- 
ing to find the answers to problems spelled out now. It will be an endless 
task and the experience of the closing days of each session clearly indicates that 
hurried legislation sometimes passed without due consideration for the real 
needs of the people of Washington. 

Part (c) of section 5 again indicates the lack of preparation on the part of 
the framers of the bill. 

The powers granted therein are so vague, so indefinite, so loose, that unless 
the committees demand to know what the rules, bylaws and regulations are, in 
advance, these same committees will be parties to actions that will have violent 
repercussions in many respects, i. e. labor, personnel, pension funds, seniority, 
contracts, purchases, lawsuits, etc. 

With: respect to the lawsuits, the wording of part (a), page 8, beginning with 
line 23.and running over to line 3 of page 9, the self-imposed immunity against 
seizure of property is completely undemocratic unless the Authority admits here 
and now that it is truly a Federal or District instrumentality, a body corporate 
which must look to public funds for creation and continuation of its functions 
at all times. 

When the PUC made its request from private operators or applicants, it in- 
sisted on facts and figures with reference to fares, tolls, rates, rentals, fees, 
personnel, ete. * * * but in its own application to you to operate a transit sys- 
tem it feels justified in just noting that the Authority will have the power to * * * 
(see pts. h, i, j, k, of sec. 5, pp. 9 and 10). 

When Washington Rapid Transit System, Inc., asked for the same powers and 
gave more detailed information, this was rejected. Why? 
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Washington Rapid Transit System, Inc., is in a position to continue uninter- 
rupted operation of the present system if allowed to do so under the same condi- 
tions as requested by the Authority but reminding the committees that it is not 
seeking to avoid any taxes imposed on a private enterprise * * * very much 
unlike the request made by the Authority in this respect. 

Part 1 of section 5 is in itself, so dangerously worded that it can either make 
or break any existing company that might want to oppose or favor the Authority’s 
action, depending on which way the political winds blow in the neighboring States 
of Virginia and Maryland. 

Part (m) indicates very plainly the lack of preparation or even an attempt 
at a study being made of this facet. 

The items of insurance and indemnity should be made known to the com- 
mittees before hand. We are ready to assist the Commission in this regard, upon 
request. We know that this item alone (insurance) calls for a ready cash fund 
of no less than $1 million and by its own admission, the PUC claims it is not 
enough. 

Section (n) admits in advance, the lack of ability of the authority to conduct 
its own affairs and indicates it will have to depend on private sources if it intends 
to start operating properly. 

Section (0)—Well * * * this section as it is written, means nothing. Yet, 
it is couched in such a catchall type of language that it could be the “sleeper,” 
wherein this Authority would be the ultimate in autonomy and unrestricted in 
power. 

Section 6 (a) with reference to the use of eminent domain powers to acquire 
the items listed, forebodes an endless number of suits filed in opposition to the 
Authority’s desires. We are preapred to furnish the committees with a schedule 
prepared by the PUC indicating their own evaluation of the properties belonging 
to Capital Transit Co. Let the committee be on guard. The figures used by the 
PUC are nurealistic and will only lead to law suits galore. 

It is the opinion of the writer that it will not be an easy or quick task for the 
Authority to procure the physical needs to operate the system. 

Part (b) of section 6 is strictly a maneuver on the part of the Authority to 
acquire Capital Transit at their own figures and on their own terms * * * it will 
be a good trick if it can be done. I doubt it. The Authority is careful not to 
say anything definite about liquidating the penalties imposed on Capital Transit 
(removal of streetcar tracks, etc.). This item alone is noted by the PUC to 
umount to more than $9 million. The reference to compensation for sequestra- 
tion is very vaguely mentioned in this section. Watch out. 

I question the Authority as to what it intends to do about the more than 
$8 million worth of damage and negligence suits still pending against Capital 
Transit. 

Part (c) does not take into consideration the powers that the adjoining States 
now exercise over the existing carriers. 

Section 7 (a), (b), (c), (d) relating to power of eminent domain has been 
previously discussed. 

Subsection (5) of part (d) assumes that the Authority can tell the courts what 
to do and what action it shall expect. That * * * IT wanttosee. It is presumed 
that our courts know what to do in condemnation cases without being obligated 
to this type of Authority. 

Section 8 (a) is a reversal of the Authority’s purpose and is a distinct indi- 
eation that if it takes over Capital Transit Co. it will carry the burden of the 
cost of removing the structures, facilities, or appliances as an incident or result 
of the relocation or removal. By its own admission the cost is in excess of 
$9 million. Capital Transit is obligated to do this right after August 15, 1956. 
Does the Authority intend to honor this obligation and penalty right after 
August 15, 1956, or will it exercise its powers to defer this action forever? 

It seems what is goose for the goose is not goose for the gander. 

In my estimation it is a case of slight discrimination in favor of the Authority 
bent on destroying private enterprise as we know it—for a form of a private 
enterprise, as they would want you to believe, which they insist is best for 
Washington. 

Sections 9, 10, and 11 are couched in such language that it should not be finalized 
until the committee are in possession of detailed plans and clarification in every 
respect. Not a single bond of the authority should be authorized until each and 
every aspect is specifically noted and spelled out in detail. As the sections stand 
now, they mean absolutely nothing. 
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When the PUC made its demands on private operators or applicants for detailed 
financial information, it meant business, but when the Authority wants to go 
ahead and get into the transit business, it plans to proceed without giving any 
details of its plans in advance as required from us. How much more insulting 
can the authors of this piece of legislation get when they offer to the committee 
a lawyer and broker who helped write this bill, as witnesses and allow them to 
testify in generalities without any specific financial information being furnished 
for the guidance of the committee? Every one of the subsections here should 
be explained in detail and not allowed to stand as requested. Then and only 
then will the committees know the true facts behind this method of financing a 
body which eventually becomes a public charge and a burden to taxpayers who 
are not affected by the operation here. 

We have no comment on section 12. 

As to section 13, either this is going to be a District or Federal instrumentality 
and the credit of either or both will have to be pledged or the job of selling the 
securities is hopeless. 

When the time comes to pay off the bondholders, and there is not enough 
money in the coffers to do so, one of two courses is open to the Authority: (a) 
raise the fares to meet the obligations or (b) float another bond issue to pay off 
the first one. 

Section 14 indicates that the United States of America is giving its blessing 
to the Authority, but the guaranties will have to be scrutinized carefully by the 
committees and Congress as a whole. 

Section 15: No comment 

Section 16: Well, all of the subsections have restrictions not in accord with 
good business practices. 

Section 17: Here is the nub. No taxes, but a lot of power. A plain case of 
cutting off your nose to spite your face. Where will the District get the moneys 
lost through the exemption of taxes noted? The answer is, by raising taxes 
again and affecting a lot of taxpayers who derive no benefit from the operation. 

Sections 18 through 26 are repugnant to good business, and we desire to be heard 
orally on our objections. 

Section 27 is objected to in its entirety because we feel with the plan offered 
by Washington Rapid Transit System, Inc., also depended, in part on private 
financing of a long-term character, and if the Authority can borrow from the 
Treasury under their plan, sketchily as it is, we demand the same right. But 
actually, we don’t need to resort to that at all. We can get the necessary 
financing without putting the bite on the Public Treasury. 

We, the Washington Rapid Transit System, Inc., petitioners, respectfully 
request to be heard finally before the committees decide they are unable to find 
a suitable operator of the transit system and must resort to allowing a public 
authority to operate same. 

It is our contention that a continuation of the present system under a new 
equity of ownership, locally directed by substantial members of the community, 
and not by strangers brought in by certain vested interests, is the answer to this 
knotty problem. 

We further suggest that the members of the committees study the Washington 
Rapid Transit System, Inc., plan, and decide for themselves that it is the only 
logical solution. 


Respectfully submitted. 
I. WILLIAM STEMPIL. 


VERBATIM REMARKS MADE BY NEWS COMMENTATOR EARL GOODWIN OVER WRC 
JANUARY 17, 1956, aT 6:15 P. M. NEWS BROADCAST 


Officials of the District government are working on a plan to borrow $20 mil- 
lion to finance that Transportation Authority which these same officials favor in 
substitution for the Capital Transit Co., whose charter expires in mid-August. 
The $20 million is for new equipment, say the reports, but that doesn’t buy the 
Capital Transit Co. which is still a piece of property owned by a thousand or 
more stockholders, and the streetcar and bus system just doesn’t float over to the 
District Building already to be run. Someone has to be paid for the property 
and someone is the coterie of stockholders—not merely Brother Wolfson who is 
sitting pretty—no matter what happens to the streetcar and bus service to the 
public. Brother Wolfson is still a millionaire at the head of a half dozen enter- 
prises. The sucker in this game is the general public which may be without 
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public transportation at midnight August 14 when the Capital Transit Co. fran- 
chise expires. That is a possibility, although not entirely probable. 

Congress is not likely to retract its action killing the charter; and right now 
the best thing that Washington businessmen could do for their own interests, for 
stores, hotels, banks, etc., would be to buy the company and make a new deal with 
the District of Columbia government; but somehow businessmen are not now 
investing in public transportation. 

It is, though, easy to borrow money on tax-free bonds; $20 million, if there is 
any substance behind it, wouldn't be hard to raise that way. 

But there are difficulties about this transportation business which are either 
unrecognized by our city fathers or they are not saying much about them. 

If Congress creates a so-called authority to run the show, it will have to buy 
the company; and must buy at proper terms—can’t just go in and slap down an 
arbitrary small sum and take over. Courts will see that the property is not 
confiscated from the owners. There is more property belonging to the Capital 
Transit than the Public Utility Commission allows for ratemaking purposes, a 
couple of million dollars worth of real estate at least. 

Then there is the much advertised idea of ditching the streetcars and using 
only buses. They will need 500 or 600 more buses; and while optimistic state- 
ments are made about getting buses in 6 months, it takes nearer to 9 months, 
and when the new buses arrive they will have to be broken in. New buses are 
in the shops constantly for weeks. There are between 300 and 500 employees of 
the Capital Transit Co. who are streetcar operators and maintenance men and 
nothing else. Company officials say they cannot be made into bus drivers and 
garage mechanics overnight—and perhaps never. They face loss of jobs. 

One smooth way of keeping service as it is would be for the District government 
to make a deal with the Capital Transit Co. to continue temporarily in service 
although without a congressional charter. 

Much of this will have to be run through the gantlets of congressional com- 
mittees, where there will be questions asked as to why District officials told 
Congress there would be no difficulty in getting private investors by the score 
to rush in and buy the transit company. Several did appear but didn’t have 
the cash on the line. 

There is talk of relieving the transportation system of taxes in an effort to 
bring down fares, but that million and a half or 2 million in taxes—whatever 
it is—will have to be made up some other way, by additional taxation on some- 
one else, probably you. 

I believe it is fair to warn the public that there may be trouble ahead. There 
certainly is not likely to be lower fares and better service. Getting mad at 
Wolfson didn’t help the situation. Someone has to buy out Wolfson and the 
other stockholders and someone with experience has to operate the buses, even 
if the authorities are silly enough to scrap the streetcars like throwing out the 
trash in the morning. We are not sure of a smooth transposition. 


STATEMENT OF THE B & F TRANSPORTATION Co., INC., AND WASHINGTON RAPID 
TRANSIT SystTeM, INnc., DECEMBER 17, 1955 


Morris Fox, president of B & F Transportation Co., Inc., and I. William 
Stempil, counsel and vice president of Washington Rapid Transit System, Inc., 
announced at 5 p. m. today that both companies have joined forces and merged 
their plans to secure the franchise to operate a mass transportation system here 
in Washington beginning August 15, 1956. 

The merged company to be known as Washington Rapid Transit System, Inc., 
a division of B & F Transportation Co., Inc., intends to present to the Public 
Utility Commission on Monday morning a completed plan for taking over the 
streetcar and bus operation as is now being operated by Capital Transit Co. 

Mr. Fox and Mr. Stempil are now actively negotiating with a representative 
of a majority of the stockholders for the purchase of their interests in the loeal 
company and have been assured that they will not ask an exorbitant figure since 
they already have expressed a desire to see the company continue in existence 
because of the good background already established as far as management, equip- 
ment, and experience factors are concerned. 

Mr. Edward R. Carr, president of the Washington Board of Trade, Robert V. 
Fleming, chairman of the board of the Riggs National Bank, and Donald 
MeMormick, a vice president of the Riggs bank and chairman of the transporta- 
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tion committee of the board of trade, have been invited to the press conference 
so that they could understand what the combined and merged companies’ plans 
are to solve this knotty transit problem in order to insure Washington an un- 
interrupted service when the charter and franchise of Capital Transit goes out of 
existence next August 15. 

Certain important financial details are being worked out today and will con- 
tinue uninterrupted over the weekend with the hope that a polished and settled 
franchise request will be ready for presentation to the Public Utilities Com- 
mission within the next few days. 

Mr. Fox indicated that he was disappointed that the board of trade took a 
dim view of being able to come up with a proper operator financed through 
private sources to continue the transit system when Mr. Carr, Mr. Fleming, 
und Mr. McCormick should have realized that a public authority would be ob- 
noxious to the people and taxpayers of Washington. He said, “I detest the idea 
that every taxpayer in the city should have to be taxed for the operation of the 
transit system if they are users or not.” He continued, “That is not the Ameri- 
can way of free enterprise * * * why should you or I be taxed for something 
we will not derive any benefit of.” Mr. Stempil agreed with his statement and 
added, “I was under the impression that the underlying principle of taxation 
from the very start was for the purpose to benefit those persons being taxed. 
A public transportation authority is not the answer to our problem at all. We 
must go ahead with private initiative and attempt to continue the operation of 
Capital Transit and make the greatest use of their equipment and facilities in 
the best interests of the riding public.” 

The two franchise seekers indicated that they have been assured that no 
difficulties will arise with their dealings with the union and since Mr. Fox al- 
ready operates a company which is 100 percent unionized, he feels that the 
cooperation necessary for a successful operation will be offered wholeheartedly 
by local 689 headed by Mr. Walter Bierwagen, president of that union which 
is recognized by Capital Transit as the bargaining agent for the operating per- 
sonnel of that company. 4 

“The board of trade and every citizens’ association is being asked to cooperate 
with us in getting this matter concluded to the satisfaction of all concerned as 
quickly as possible and if it is the wish of the people of Washington to continue 
the streetcar and bus operation on a scale and in accordance with the plan to 
gradually change over to an all-bus operation, we will most certainly ask the 
Public Utilities Commission for permission to do so. 

“We intend to seek the advice and experience of every member of the Public 
Utilities Commission and their experts to smooth out every question if we receive 
the nod.” 

Mr. Stempil emphasized and continued to say “Our prime purpose is to render 
to Washington and the surrounding areas a transit system they have longed 
for and to eventually be able, through increased patronage to arrive at a realis- 
tic fare structure with many benefits not now in existence.” 

Mr. Fox and Mr. Stempil expect to be in conference and negotiations with 
the Mack Bus Co. for the purchase of several hundred new buses to be used for 
replacements to some of vehicles of the present fleet of Capital Transit buses 
and will arrange for a continued plan of replacement until such time as the all- 
bus operation is completed according to the wishes of the Public Utilities Com- 
mission and suggestions made by the new company. 

This merger was effected after an all-night session between Mr. Fox and Mr. 
Stempil and talks will continue today and tomorrow. 

Further details concerning this merger will be made available Monday after- 
noon when Mr. Fox and Mr. Stempil believe that all of the necessary financial 
arrangements will be finalized. 


THE WASHINGTON RaApip TRANSIT SysTEM, INc., PLAN 


BACKGROUND 


On July 28, 1955, Washington Rapid Transit System, Inc. filed with the 
Superintendent of Corporations for the District of Columbia, articles of incor- 
poration indicating that the purpose of said corporation was to operate a mass 
transportation system in the metropolitan area of Washington, D. C, The 
incorporators listed on the application in connection with the articles of incor- 
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poration were, and still are: Marshall R. Diggs, I. William Stempil, and Ford 
E. Young, Jr. 

On July 28, 1955, I. William Stempil with the approval of the organizers of 
Washington Rapid Transit System, Inc., advised the Public Utilities Commission 
that it was making formal application for a certificate of necessity to operate 
a public transportation system under article 15 of the Merger Act noted as Public 
Resolution 47, 72d Congress, House Joint Resolution 154, and further requested 
that said certificate be granted by August 1, 1955. Notations were made as to 
what type of equipment was to be used—what routes and schedules were to be 
considered, fare structures, working conditions, etc. 

On July 29, 1955, Washington Rapid Transit System, Inc., secured general 
office space on a monthly basis, at a location, considered centrally feasible for 
this type of operation. 

On August 18, 1955, the Public Utilities Commission was petitioned by Wash- 
ington Rapid Transit System, Inc. to grant said corporation a hearing on the 
application for a certificate of necessity and a franchise to operate a public 
transportation system under rules and regulations promulgated by the Public 
omiee Commission. A copy of the letter attached to the petition reads as 

‘ollows : 


“The Hon. Geo. E. C. HAYES 
“Chairman, The Public Utilities Commission of the District of Columbia, 
“District of Columbia Government, Washington, D.C. 


“DEAR COMMISSIONER Hayes: The Washington Rapid Transit System, Inc., 
a Washington, D. C. corporation, hereby respectfully requests a hearing on 
August 19, 1955, with reference to the company’s desire for a franchise to operate 
a mass transportation system in metropolitan Washington, along routes first 
approved by the Public Utilities Commission under conditions and terms not 
unsimilar to those now in effect as relates to Capital Transit Co. 

“We further agree to include in any contract with any recognized union, if we 
must deal with them, a clause that will guarantee compulsory arbitration as 
well as a clause that no strike will be allowed under the agreements reached, 
similar in many respects to the New Jersey public utility law, forbidding strikes 
that concern public utilities where the welfare, health, and safety of the public 
is involved. 

“It is our belief and the belief of no less than 1,000 public transportation users, 
whose affidavits we are prepared to offer in evidence that there is a necessity for 
a competitive line in the interest and convenience of the public, as per the code 
provisions title 1-223, giving the Commissioners the right and power to make 
and enforce regulations of a purely local nature, title 43-201, title 43-501 et seq., 
title 44-201 et seq., which pertains to the composition, powers, and duties of the 
Public Utilities Commission. 

“Your prompt attention to this matter will indicate to the people of Washing- 
ton that you have not forgotten them and that your prime desire is 0 secure 
for them a service sorely needed without the threat ever so often that it will be 
cut off at the whim of a small number of people in comparison to the great 
number of persons dependent on this type of transportation. 

“With the hope that this application in the form of a letter, attached hereto, 
will receive consideration, I am 


“Very truly yours, 
“T, WILLIAM STEMPIL, 


“Counsel for the Company.” 
Application letter for franchise attached. 


On August 19, 1955, in response to my letter to the Commission for a certified 
copy of the status of Washington Rapid Transit Co., a Delaware corporation, 
since Washington Rapid Transit System, Inc., was advised a few days earlier 
that our name was in conflict with a corporation that seemed to still be active, 
without any notice of dissolution on record with the Superintendent of Corpora- 
tions for the District of Columbia. 

This matter was resolved in our favor since the certificate signed by E. J. 
Milligan, Executive Secretary of the Commission, on August 19, 1955, indicated 
that the Delaware corporation had not operated in the District of Columbia since 
June 10, 1936, and had before that date merged with Capital Transit Co. 

Washington Rapid Transit System, Inc., was therefore, and is still, entitled 
to use our name without inteference by any other group during the life of our 
corporation. 
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On August 30, 1955, Washington Rapid Transit System, Inc., wrote to Walter 
Bierwagen, president of Local 689, AFL, the union which is the recognized bar- 
gaining agent for the operating and maintenance employees of Capital Transit, 
advising him that we would like to arrange a meeting for the purpose of explor- 
ing agreements pertaining to a new contract if Washington Rapid Transit Sys- 
tem, Inc., was the successful bidder for the franchise to operate the system 
beginning next August. 

Several contacts have been made with Mr. Bierwagen and the union regarding 
plans if and when * * * and we stressed the valuable point in labor relations 
that we would be willing, at all times, to include in the proposed contract an 
arbitration clause, restricting the rights of both parties as far as strikes were 
concerned to abiding by the arbitration decision before taking further steps. 
That is the way the situation stands at this time. 

On August 22, 1955, Washington Rapid Transit System, Inc., received a mimeo- 
graphed sheet headed, “Public Utilities Commission of the District of Columbia, 
August 22, 1955. 

“Invitation to submit applications for public transit system.” 

The contents are so well known to all that we ask that that instrument be 
included in the record by reference and be marked in our behalf as “Washington 
Rapid Transit System, Inc., Exhibit No. 1.” 

On October 10, 1955, Washington Rapid Transit System, Inc., complied with 
the request of the Commission and submitted what we believed would be a start- 
ing point for further discussions. 

On October 19, 1955, Washington Rapid Transit System, Inc., was invited to 
confer with 10 members of the District Government connected with the Public 
Utilities Commission, and I. William Stempil was asked a series of 9 detailed 
questions by Commissioner Hayes pertaining to the following : 

Date of organization, how many members would compose the board of direc- 
tors, type of service anticipated, management experience in mass transportation, 
proposed method of financing, number, type and size of buses, general adminis- 
trative and maintenance plan, routes and schedules, proposed fare structure, 
estimates of revenues, expenses and net income. 

The detailed information was furnished thusly : 

Washington Rapid Transit System, Inc., is a duly organized corporation, or- 
ganized under the District of Columbia Corporation Act. 

The board of directors names were submitted, along with the officers selected 
by the organizers. 

As to the type of service, it was indicated that if Washington Rapid Transit 
System, Inc., was successful in securing control of Capital Transit, it would ask 
Congress to rescind the act revoking the charter and franchise. It was also indi- 
cated that if control was not secured by purchase of the stock, a bona fide at- 
tempt would be made to lease the facilities and equipment of Capital Transit. 

The questioning body was advised that Washington Rapid Transit System, Inc., 
intended to replace the streetcars with buses over a period of time, comparable 
to the plan outlined by the Gilman report furnished to the Commission by Capital 
Transit a short time previous to the date of this meeting. (This was based on 
the supposition that WRTS would buy Capital Transit.) 

WRTS advised the group that in the event negotiations for Capital Transit did 
not jell, we would raise $5,500,000 by sale of stock, $4,200,000 already in the form 
of firm commitments and $250,000 in an escrow fund, said $250,000 already 
tendered to a group of stockholders for the purchase of their interests in Capital 
Transit stock. 

Applicant advised that the plan of the company was to ask the Corporation 
Commissioner for permission to raise the capitalization of the company to $10 
million and perhaps $15 million, and noted further that to insure proper working 
capital to take care of insurance, claims, pension trust contributions, etc., the 
capitalization might have to be raised to $25 million, but without having to re- 
sort to “high powered public offering” of the stock. 

WRTS advised that the plan of the company was to have 1,200 buses in opera- 
tion by August 15, 1956, with a minimum of 120 buses in reserve. 

Mack Bus Co. in a letter dated November 8, 1955, advised I. William Stempil 
that in event WRTS was successful in obtaining the franchise, they would be 
able to build the necessary buses to operate the surface lines of the company 
in Washington, D. C. 

Unless any of the other applicants have another type of letter WRTS has con- 
cluded that the letter submitted by Mack Bus is without substance since they 
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carefully avoided, despite our request for a definite date and number of buses 
they could deliver by August 15, 1956. 

However, verbal conversations with various officials of the Mack Bus Co. in 
Washington, New York, Plainfield, N. J., and Philadelphia, indicate that they 
could supply about 250 buses by the deadline date at a cost of no less than 
$22,000 a bus, exclusive of the fare boxes and tires. 

As part of the detailed plan requested from WRTS, the Commission was advised 
that fare boxes cost approximately $200 a box and the tires are not bought but 
rented on a plan which is common in this type of an operation. 

Transit Busses, Inc., of Kalamazoo, Mich., has advised WRTS that if they 
receive an order before January 15, 1956, they will be able to deliver a minimum 
of 500 gasoline-powered buses of the 41-passenger type, for $9,000 less than the 
Mack type. That therefore would give WRTS a minimum of 750 new buses 
and the company further contemplates in continuing negotiations for the equip- 
ment of the present franchise operator, which would give sufficient rolling stock 
for the commencement of service on August 16, 1956. If the equipment of Capital 
Transit would not be available to us, we can use the reconditioned used buses 
offered to us by Mack and General Motors, until such time as the replacements 
are delivered, under terms which have not been fully developed. 

As for the terms for the new equipment, we have requested firm notices to 
us that said terms would be not more than 5 percent down and the balance to 
be paid through the issuance of equipment trust certificates over a period of 
not less than 6 years and no longer than 10 years. 

The real estate question was answered by advising that WRTS would attempt 
to secure necessary storage, shops, etc. by purchase from Capital Transit and if 
that was unsuccessful, to start negotiations for proper facilities after the fran- 
chise was secured. We still believe that the proper approach would be to use 
the facilities of Capital Transit, even if a premium had to be offered because the 
location of the facilities is a most important factor in the operational setup, not 
only from a dollarwise move, but from the standpoint of ease of schedule changes, 
etc. 

We cannot go along with the proposition that storage space and shops placed 
in places other than those located close to the present Capital Transit facilities 
would be feasible. We must take into consideration that Capital Transit made 
exhaustive studies before choosing the locations, and unless someone else is able 
to order the Zoning Commission to change their zoning ordinances, we cannot 
perceive enough good locations to make this a profitable operation. 

The scope of operations contemplated by WRTS, called for the same routes as 
approved for Capital Transit by the Commission, namely, Trinidad, Seat Pleasant, 
Riverdale, and the eastern sections of the District of Columbia, via H Street, 
Ivy City, Kenilworth, Bennings Road, and the B-2 routes going to Barney Circle 
terminal and Mount Rainer terminal. (These buses now operate from the 
Capital Transit garage and are classed in what is known as the Columbia buses. ) 
We intend to follow these routes, from a location, if not the Columbia garage, 
from a location close by. Our plans call for the operation of 200 buses over these 
routes. 

The Brookland buses are those which operate in the area of Mount Rainier, 
Hyattsville, Brookland, and Catholic University. Our plan calls for the operation 
of 200 buses on these routes. 

The Georgia Avenue garage which services the G-2, L-2, N-2, R-4, and R-6 
covering the areas of Le Droit Park to Georgetown via P Street, Chevy Chase 
Cirele via Connecticut Avenue to 13th and Pennsylvania Avenue NW., Farragut 
Square from American University via Massachusetts Avenue and Farragut 
Square to Potomac Park should house a minimum of 90 buses. 

The Tenley garage will also service the L-2 and L-—4 buses going from Chevy 
Chase Cirele to the Federal Triangle and return, the L-6 buses serving Chevy 
Chase and Kensington and Wheaton, the L-8 buses which are adjuncts of the 
above routes, the M—4 and N-6 and 8 serving Columbia Road to Washington 
Cathedral (crosstown) the N-8 American University and MacArthur Boulevard 
area C-5 and T-8, T-6, and T-8 Friendship Heights to Rockville and Friendship 
Heights to MacArthur Boulevard. This service should have no less than 100 
buses. 

The 16th Street garage will serve M-2 routes crosstown buses from Friendship 
Heights to Ivy City via Military Road and Hawaii Avenue, the T-2 Takoma 
Park Route, T-4 Takoma Park from Federal Triangle via 5th and 13th Streets 
NW., the J-1 and J-6, Georgia Avenue and Alaska Avenue to Federal Triangle 
via 16th Street, the S-6 shuttle service from 16th Street and Eastern Avenue to 
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14th and Colorado, S—2, Georgia and Alaska to Federal Triangle to terminal via 
16th Street Z-2, 4, 6, 8 Georgia and Alaska Avenue to Silver Spring area, Sligo, 
Four Corners, etc. For this operation a minimum of 150 buses are contemplated. 

The total of the buses noted thus far amounts to 750. 

The M Street garage which would house the buses servicing Anacostia and 
Congress Heights, via the Mall, and Nichols Avenue and Minnesota Avenue 
would be designated as A-2, 4, 6, 8, C-2, 4, 6, 8. The buses needed for this 
operation would be approximately 150. 

Therefore, as it stands now, to take care of the existing bus routes, no less 
than 900 buses would be needed. 

The streetcar routes would be replaced by no less than 300 buses, to handle 
the 70, 72, 74, and 76 routes now serving the wharves and commonly accredited 
to serving both ends of the city as far as Takoma Park, and further noted as the 
Seventh Street line, the 90 and 92 routes serving the present Florida and New 
Jersey Avenue lines, also from Barney Circle to District line on Wisconsin 
Avenue, the F Street line routes 40 and 42, known as the Mount Pleasant 
lines from 13th and D NE. and Lincoln Park to Mount Pleasant, the 80 and 
82 lines Maryland-Eckington area serving Rhode Island Avenue to Mount 
Rainier, Brookland, and Catholic University, and the 14th Street line known now 
as 50, 52, and 54 and some 11th Street lines running along 14th Street north and 
south as far as the Bureau of Engraving and as far north as 14th and Colorado 
Avenue NW. as well as a few to the Peace Monument. 

It is noted that only 300 buses have been allocated to service areas now re- 
ceiving the service by 500 streetcars. 

If the need arises to move the buses from one area to another because of the 
business, the location of the garages make it feasible under our plan, to accom- 
plish this with a minimum of cost and at great speed. 

It is further noted at this time that the above information only pertains to 
routes. As for schedules, unless we pilfer them from Capital Transit, or are 
offered to us by the PUC or Capital Transit, we must advise that such scheduling 
will take no less than 30 to 60 days of full-time study and preparation. We will 
endeavor to enlist the services of the present schedule experts of Capital Transit 
who we believe are the only ones able to prepare the scheduling needs in the 
manner needed for this operation. We rationalize our thinking along these 
lines since the only information that the PUC has is what is known in the in- 
dustry as “headways.” The rest of the information will have to be started 
from scratch or procured properly from Capital Transit. 

The personnel now employed by Capital Transit for the maintenance of the 
buses have been invited to join the combined companies of B. and F. and Wash- 
ington Rapid Transit System. 

The notation as the operating personnel already has been covered on a pre- 
vious page. We will honor the experience and know-how of the present per- 
sonnel of Capital Transit and will welcome them into our ranks. 

We further will insure every able-bodied person a chance to work, regard- 
less of race, creed, or color, if there are openings and they can pass the required 
examinations promulgated for the benefit of the public as far as safety, comfort, 
and commonsense are concerned. 

The pension plan will be honored and will be improved if possible by seeking 
expert advice from the leading insurance companies in America. Any increased 
benefits will inure to the employees only. We are satisfied with the terms of the 
trust. 

It is our intention to institute contract talks with the union the moment the 
franchise is granted, and will endeavor to secure a minimum 2-year contract 
on terms we know will ve fair to all parties concerned. 

WRTS will offer a shopper’s pass for the total cost of 50 cents entitling 
the rider to come into the downtown area between 9:30 and 3:30 and use the 
pass for unlimited transportation in any a.m.-p.m. direction between the areas 
of Seventh Street and 15th Street and Pennsylvania Avenue and Massachusetts 
Avenue, as well as the area known as the Connecticut Avenue area, but agree- 
ing to be on a vehicle homeward bound by 3: 30 p.m. 

The fare structure will be 20 cents straight fare and free transfer privileges 
in accordance with the rules now in effect. Tokens, 5 for 90 cents; pass, $2. 

The plans and specifications pertaining to the transit bus have been submitted 
for approval by the PUC. The Mack and GM bus are already well known to the 
Commission and we feel sure they will approve of this type of equipment. 

‘ The fare structure will also include the present school-ticket fare, 2 rides for 
5 cents. 
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It is anticipated that a total of 130 million passengers will be served by the 
operation and that a minimum of 1,750,000 passes will be sold during the year. 
This is a rise over 1954 and 1955 since we believe the service can win back the 
riders through better public relations and service improvement through constant 
contact with the riding public by means of on-the-spot management and not 
absentee management. 

The management of the company will be in the hands of those persons now 
handling the job for Capital Transit, since they are career workers who have 
studied the operation of Capital Transit thoroughly and we will not attempt to 
replace them, even with experts from other cities, since we believe the experience 
able to be offered by the local men, is invaluable. 

The pro forma financial operating statement is as follows : 


Yearly operating revenue from passengers, charter work, and other_ $26, 000, 000 


Deductions against revenue : 











Maintenance of plant, ways, and structures_____-_-____-______ 4, 250, 000 

Dr castnatttea din sina Es cee te on tial tienen emitted tabi Baie 1, 500, 000 
en ELE LES ELA CE 11, 500, 000 
IU IO iin Ecce nd tonentee minh thesia Genel eine shasta adeiaretli ly 100, 000 
Provision for damages and injuries_____.____-.____--_________ 1, 000, 000 
Employees retirement and insurance______-__-_--__---_--____- 700, 000 

RE RSS > ES See ae ae 1, 500, 000 
POTEET TE I ID resin ch eimmersthnstienines cotta enc sid cat 625, 000 
SN RCRA AE OE oi innitioonmtionnaiahinterdaetiovnnboa 21, 175, 000 
I iia a 1, 800, 000 
NE ace strani cating silanated list Ratna thin cE te taal ast 2, 000, 000 
Total operating revenue deductions____...._____.___-___-_-__ 24, 975, 000 

Net for dividends or interest on bonds___.__-.-_--__--_-_-__~_ 1, 025, 000 


ve 


Earnings per share of stock based on attached format of 576,000 shares, $1,775, 
but limited to difference between prepayment cost on bonds in the amount of 
$250,000 and other interest charges contemplated to amount $200,000, thus giving 
the investor a minimum return of $1 per share or a return of 7.2 percent. This 
figure is one not construed to be excessive in light of the type of investment and 
the character of the business. 

Supplementing all of the previous information, Washington Rapid Transit 
System plans to issue 576,000 shares of common stock at a par value of $14 per 
share. A long-term debt issue secured by bonds will be arranged for in the sum 
of $7,000,000 and equipment trust certificate in the sum of $4,000,000. A pre- 
ferred issue in the sum of $2,500,000 will be involved, but only if necessary. 
The total financing therefore is $19,064,000, exclusive of the preferred stock. 
If the preferred stock is issued, it would be on a bond basis of 5 percent with 
interest payments of $125,000 per year, and deducted percentagewise from the 
amount available for common-stock dividend which would reduce the common- 
stock yield to .786 cent a share or 5.6 percent return. 

Washington Rapid Transit System, Inc., has offered the post of chairman of 
the board to the Honorable John R. Steelman, former Assistant to the Presi- 
dent of the United States. 

Col. Frank H. Collins member of the board. 

Mrs. Frances Freed has agreed to serve on the board wherever needed and 
where her real-estate talents and experience can be of most service to the com- 
munity. 

Marshall R. Diggs, Washington attorney and former Deputy Comptroller of 
the Currency has been designated as vice president and assistant treasurer, as 
well as a member of the board. 

I. William Stempil, Washington attorney and transit research analyst, execu- 
tive vice president and assistant general counsel. 

H. Mason Welch, Washington attorney, associate general counsel and treasurer, 
and director. 

Charles V. Koons, Washington attorney and professor of law at Georgetown 
University, associate general counsel and director. 

Wesley Williams, Washington attorney, member of the Board of Education, 
assistant secretary and member of the board. 
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Col. Ford E, Young, Jr., Washington attorney, member of the board and sec- 
retary. 

P. H. Matthews, associated with the Association of American Railroads, mem- 
ber of the Board. 

Col. Herbet A. Frost, assistant to the president, Allis Chalmers Manufacturing 
Co., member of the board. 

Invitations to serve as members of the board have been extended to Mr. Mor- 
ris Kraft, well-known Washington businessman and investor, Capt. Harry C. 
Maull, Jr., Director of Purchase, General Services Administration, James V. 
Bennett, Director of Prisons, Department of Justice, Mr. Bernard Bralove, 
executive vice president of the Shoreham Hotel, Mr. Frank McCarthy, vice 
president, Pennsylvania Railroad, and Mr. Archie Alexander, well-known archi- 
tect and engineer. Three vacancies exist at this time and will be filled at the 
proper time. The office of president has purposely been left open. 

We believe the Washington Rapid Transit System, Inc., and B. & F. Trans- 
portation Co. should be awarded the franchise to operate the mass transporta- 
tion facilities in the Washington area because we are Washingtonians with the 
interest of the public at large. 

We believe Washington Rapid Transit System, Inc., and B. & F. Transporta- 
tion Co. should be the operator because we represent investors not speculators 
from places far from our city. 

We believe we should be given the franchise because our financial setup will 
make available to Washington area residents an opportunity to share in the 
plans and operations of a really local company formed for the express purpose 
of serving Washington. 

Commitments for initial investments have been made by Mr. Kraft, Mrs. 
Freed, Colonel Collins, I. William Stempil, Wesley Williams, Bernard Bralove, 
and other merchants and investors, which, if the franchise is awarded will 
amount to no less than $1 million and will be deposited within 10 days with 
the Commission if Washington Rapid Transit System, Inc., and B. & F. Trans- 
portation Co. are victorious in their quest to be of service to Washington. 

Dean Witter & Co., of Chicago and San Francisco, experts in investment bank- 
ing and capitalizing transportation businesses, through Mr. L. Alford, advises 
WRTS and did so advise the Commission on December 9, 1955, that it was feasi- 
ble for his company to raise the necessary capital as outlined previously. We 
of WRTS are in accord with his thinking and know the people of Washington 
will welcome the opportunity of participating in such an enterprise. 

Respectfully submitted. 

I. WitrttaAM STEMPII, 
MARSHALL R. DzIGGs, 
Forp E. Youns, Jr., 
Constituting the Original Board of Directors and Incorporators of Wash- 
ington Rapid Transit System, Inc. 


I, Morris Fox, of B. & F. Transportation Co., coneur. 
Morris Fox. 


Mr. Harris. Have you concluded your statement? You said you 
had one point you wanted to make. 

Mr. Stemrim. Yes. In the joint resolution, Public Resolution 47, 
72d Congress, House Resolution 154, which was the Merger Act, the 
most important thing is part 12: 


Any and all rights with regard to valuations and/or rate bases now possessed 
by any of the parties to this agreement shall not be prejudiced hereby and shall 
be enjoyed by the new company until a valuation of the properties of the com- 
pany shall be fixed as now or hereafter provided by law: Provided, That nothing 
contained herein shall deprive the new company of any rights under the Con- 
stitution of the United States. 


I may say that from personal knowledge and from what has been 
told to me by stockholders of the Capital Transit Co., they are going 
to violently resist, and use the courts to the nth degree, if the property 
is taken without the true value. I have advised you previously that 
the valuation that they have already set for the property is almost— 
well, it is approximately the difference between $8.58 and the price 
that my group wants to pay Mr. Wolfson for his stock. 
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Mr. Harris. Mr. Hale? 

Mr. Hater. Mr. Stempil, you represent this Washington Rapid 
Transit System, Inc. ? 

Mr. Stemri. That is correct. 

Mr. Harr. What is the Washington Rapid Transit System, Inc. ? 

Mr. Stemrit. Washington Rapid Transit System, Inc., is a District 
of Columbia corporation organized in August of 1955 by myself, 
Marshall R. Diggs, an attorney, and Ford E. Young, Jr., another 
attorney. We incorporated for the purpose, and the sole purpose, of 
operating a transit system. Our plan was only one plan and no other 
plan: To buy the controlling interest of Capital Transit and continue 
the operation by coming here and requesting that you negate the action 
that was taken last summer. 

Mr. Hater. Did you lay your plan before the Public Utilities Com- 
mission or the District Commissioners ? 

Mr. Srempti. We did, and they always asked us to put the money 
on the line. We have certain investors whose names were not allowed 
to be divulged, and to this day there are two investors who have 
asked that their names not be divulged, until the next 14-day period. 
We are coming in to tell you that if we do not give Mr. Wolfson his 
money within the next 14 days, or a deposit and show good faith, we 
will never return before the committee or the PUC for that purpose. 

Mr. Harris. How much are you proposing to pay Mr. Wolfson for 
his interest ? 

Mr. Sremprm. Mr. Chairman, I wonder if I could say that that 
would be violating a confidence. 

Mr. Harris. Yes; you can say it if you want to, but it will not 
satisfy me. 

Mr. Srempri. We are prepared to pay Mr. Wolfson $14 a share for 
his stock. 

Mr. Harris. I do not know why that should be so confidential. I 
have heard that around here for the last several weeks. I also under- 
stand he wants more than that. 

Mr. Stempr. Has Mr. Wolfson—I am the witness. I am sorry. 

Mr. Harrts. I just said I understood he wants more than that. Do 
you know if that is so or not ? 

Mr. Srempty. No, sir; I do not. We also intend to make the offer 
to the balance of the stockholders, because Mr. Wolfson did make a 
statement at one time that whatever he took for his stock he would 
want the other stockholders to get. 

Mr. Harris. I also heard that they would not sell Mr. Wolfson’s 
interest unless they bought out the entire interest of all stockholders. 

Mr. Sremri. That is what our intentions are. 

Mr. Hatz. Do you intend to do that ? 

Mr. Srempr. Within the next 14 days. We have made several 
promises in the past. Several of our backers and investors, inciden- 
tally, are local. None of them are foreign; none of them are in a cate- 
gory that would come from Minneapolis or Baltimore; they are all 
businessmen in Washington who have held off putting the money on 
the line because they did not want to buy, an expression that I created 
a couple of weeks ago before the Senate committee, a dead duck. There 
is no sense buying a company that is going to be liquidating. They 
wanted to buy a company that they had hopes of continuing in opera- 


tion. They have invested; they have made studies; the streetcars are 
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still in good shape; the so-called old buses are still in good shape. 
The company can make money. There are certain economies that 
can be effected. You do not have to pay the salaries that you have 
paid in the past. There are certain practices that can be stopped. 

If you will examine my sheets that I have given to the committee, 
and I will give you the other plan with the balance sheets, it will indi- 
cate that an investor can still make close to 6 percent on his money. 

Mr. Hatz. And you claim to have the money necessary to buy out 
not only Mr. Wolfson but the other stockholders ¢ 

Mr. Srempit. We intend to buy Mr. Wolfson out with the proviso 
that Washington Rapid Transit System would sell stock in the Wash- 
ington Rapid Transit System for the sole purpose of exchanging the 
stock of the present stockholders of Capital Transit for Washington 
Rapid Transit System stock. 

Mr. Hate. Are you presently financed to do that? 

Mr. Strempit. We are working with the Securities and Exchange 
Commission at this moment getting those papers in order. 

Mr. Hate. Iam talking about the money. 

Mr. Sremptn. There is $500,000, which is an indication of good faith 
to Mr. Wolfson. If he accepts it, we can go forward from that point. 
If he does not, that is another story. 

Mr. Hare. What you mean is if you can buy out Wolfson you can 
scrape together the money to buy out the other people ? 

Mr. Srempm.. Wethinkso. I have a letter-—— 

Mr. Hatz. Yousay youthinkso. I want to know. 

Mr. Stemrm. Blyth & Co. was here with their attorneys, and there 
was mention made of Eisele and King, Libaire, Stout and Co., repre- 
senting that they would help finance the Kampelman group. Jones, 
Kreeger & Hewitt, a very respected brokerage firm in the city of 
Washington, sent a letter to the Washington Rapid Transit System 


on November 7, 1955: 


GENTLEMEN: We are greatly interested in your plan of establishing a sound, 
sensible, and secure transit system for this city. No commitment can be made 
for financing your company until said company will be able to procure the new 
franchise and secure its approval by the proper authorities. However, upon 
completion of the above, we would be interested in organizing a syndicate for 
such financing as may be necessary, provided the terms, conditions, amount of 
the same, together with market conditions, at that time are such that we could 
mutually agree upon terms satisfactory to both parties. 

(Signed) Max A. Hewrrr, 
General Partner. 


This letter imports the very same things that Blyth & Co. intends 
to do. 

Mr. Hatz. What you read was a letter from whom ¢ 

Mr. Sremprn. Jones, Kreeger & Hewitt, members of the New York 
Stock Exchange and other leading exchanges, on November 7, 1955. 

Mr. Haz. And it isto whom? 

Mr. Stemeim. The Washington Rapid Transit System, Inc. 

Mr. Harris. Thank you very much, Mr. Stempil. 

Mr. Dotttver. I have 1 or 2 questions, Mr. Chairman. 

Mr. Harris. Mr. Dolliver. 

Mr. Dotiiver. Your proposal is simply to take over the assets, if 
you can get them, of the Capital Transit Co., and get an extension of 
the franchise and continue operation. . 
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Mr. Stremprt. When you say the assets, we propose to buy its stock. 
And then to come to you and ask you to grant us permission to con- 
tinue the operation of the company with the very same operating man- 
agement other than the Wolfson group. 
‘Mr. Dotiiver. And you say that within 2 weeks you will know 
whether you can buy this? 
Mr. Sremerm. That is right. 
Mr. Dottiver. That would be about the 10th of March. 
Mr. Srempti. Believe me, Mr. Dolliver, you will not be any further 
on with your bill here than you are today. 
Mr. Dotitver. I would not make any predictions. 
That isall, Mr. Chairman. Thank you. 
Mr. Harris. Thank you very much. 
The next witness is Mr. Harrison Kahn. 
How much time would you need, Mr. Kahn ? 
Mr. Kaun. Eight minutes, Mr. Chairman. 
Mr. Harris. Very well. 


STATEMENT OF S. HARRISON KAHN, COUNSEL FOR SUBURBAN 
TRANSIT CO., SILVER SPRING, MD. 


Mr. Harris Would you give your name and identify yourself for 
the record, and your address ? 

Mr. Kann. My name is S. Harrison Kahn, My address is 726-734 
Investment Building, and I am appearing here as counsel for the Sub- 
urban Transit So., operated by Mr. Thomas Parran, Jr., Silver 
Spring, Md. 

Suburban Transit Co. is engaged in the transportation of persons 
in interstate commerce between the District of Columbia, on the one 
hand, and on the other points and places in Montgomery and Prince 
Georges Counties, Md.; and in intra-Maryland operations over all of 
the interstate routes within Prince Georges and Montgomery Counties. 
Numerous routes in the Maryland counties are operated. This area is 
completely embraced within the definition of the Washington metro- 
politan area contained in section 3 (d) of H. R. 8901. 

This statement is directed exclusively to section 26 (b) of the pro- 
posed legislation and particularly to the proposed amendments to that 
subsection. 

The Suburban Transit Co. does not ‘object to section 26 (a) or (b) 
as now contained in the pending bill. 

It is our information that the Board of Commissioners for the Dis- 
trict of Columbia have submitted proposed amendments to subsection 
(b) of section 26 to Senate bill 3073, the companion bill in the Senate 
to H. R. 8901 in the House of Representatives. 

It is assumed, therefore, that the same amendments are to be offered 
by the Board of Commissioners in connection with H. R. 8901. 

The committee’s attention is respectfully invited to the amended 
language in the proviso of subsection (b), which proviso shall, if 
amended, read as follows: 

Provided, That the Authority shall not commence nor conduct operations in 
interstate commerce in competition with the then existing operations of any other 
transportation system, except such operations as are so conducted by Capital 


Transit Co. at the date of the enactment of this act. The Authority shall not 
commence further operations in interstate commerce until it has obtained the 
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certificate of the Interstate Commerce Commission that such operations are not 
in competition with the then existing operations of any other transportation 
system. 

The Suburban Transit Co. respectfully objects to the foregoing 
amendments for the following reasons: 

The Suburban Transit Co. is now regulated by the Interstate Com- 
merce Commission, the Maryland Public Service Commission, and 
the Public Utilities Commission for the District of Columbia, Sub- 
urban is required to render reasonable and adequate service and to 
comply with all lawful regulations of the several commissions. This 
company has invested money in equipment and facilities to serve the 
public and is currently serving large areas of Montgomery and Prince 
a Counties, not served by Capital Transit Co. 

The testimony of the counsel responsible, in part, for drafting 
H. 'R. 8901, and the bill itself, disclose that the Washington Metro- 
politan Tr ansit Authority will be a nonprofit enterprise, with exclu- 
sive authority to determine fares and charges for its services and fac ane. 
ties, and exclusive authority to determine what service, if any, 
shall render for the public. 

2. Currently, Capital Transit Co. duplicates, in part, several routes 
only of the Suburban Transit Co. but the duplicated portions are por- 
tions of the trunklines of the Suburban Transit Co. 

3. Competition between the Washington Metropolitan Transit 
Authority and Suburban Transit Co., with the former operating with- 
out regulation on a nonprofit basis, with certain tax benefits not avail- 
able to Suburb: an, plus the exclusive determination of the quantity of 
service to be rendered at such times as the Transit Authority may 
deem most profitable, will inevitably materially impair the operations 
of Suburban Transit Co. contrary to the public interest. 

. The amendment, “except such operations as are so conducted by 
Capital Transit Co. at the date of enactment of this act,” upon rea- 
sonable investigation, is concluded to be directed solely at the Suburban 
Transit Co. 

5. Since the Washington Transit Authority shall be unregulated, 
its destruction of Suburban Transit Co. is inimical to the public in- 
terest and will not offer to the citizens of Maryland or the District of 
Columbia, or of any State, desiring to travel between the District and 
Montgomery and Prince Georges Counties, Md., reasonable and ade- 
quate transportation facilities. 

6. The acceptance of the proposed amendment will interject the 
Federal Government as a copetitive force with private enterprise, and 
certainly the expression by members of this committee have indi- 

ated their concern with the maintenance of private enterprise. 

7. No compelling reasons have been offered by the Board of Dis- 
trict Commissioners for destructive competition and the existing reg- 
ulatory commissions are enabled, under their delegation of authority, 
to require Suburban to render reasonable and adequate transporta- 
tion service or forfeit its certificates and franchises. 

The acceptance of the proposed amendment will be a destruc- 
tive act to the existing transportation facilities in the Washington 
metropolitan area. 

(6) Objection is also respectfully submitted to that portion of the 
amendment above which states that the Authority shall not commence 
further operations in interstate commerce until it has obtained the 
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certificate of the Interstate Commerce Commission that such opera- 
tions are not in competition with the then existing operations of any 
other transportation system. 

1. An examination of the Interstate Commerce Act does not dis- 
close any authority by the Interstate Commerce Commission to issue 
the type of certificate referred to in the amendment. This committee 
is aware that the Interstate Commerce Commission, may, upon ap- 
propriate application, and after hearing, determine that public con- 
venience and necessity require a proposed operation and shall issue a 
certificate therefor; provided the applicant is fit, willing, and able 
properly to perform surh proposed services. 

2. It is our informal understanding that the Board of Commis- 
sioners do not contemplate this statutory procedure required of every 
person desiring to engage in the interstate transportation of persons 
by motor vehicle for compensation; but the Board of Commissioners 
presumably intend to receive some type of letter or authorization 
not bottomed upon the express statutory provisions of the Interstate 
Commerce Act. 

3. It is respectfully submitted that section 26 of H. R. 8901, with- 
out the proposed amendments to that section, properly protects the 
existing transportation companies within the Washington metro- 
politan area; and that the proposed amendment for some type of 
certification by the Interstate Commerce Commission is neither clear, 
nor momentarily, in my opinion, within the scope of delegated au- 
thority to the Interstate Commerce Commission. 

4. It is respectfully submitted that section 5 (k) of H. R. 8901 
may be briefly amended to include the Interstate Commerce Com- 
mission as an agency to which the Authority may apply for and 
receive franchise, licenses, or a certificate of public convenience and 
necessity. In this manner, the Authority, upon sufficient proof of a 
public need for service that will not be destructive of existing trans- 
portation facilities, may quickly receive a certificate of public con- 
venience and necessity from the Interstate Commerce Commission. 
Any departure from the same standards that the Interstate Com- 
merce Commission imposes upon the existing transportation com- 
panies would be a preferential procedure for the Washington Transit 
Authority and result in the impairment of existing transportation 
facilities. 

5. This committee is interested, it is believed, in reasonable and 
adequate transportation facilities for the Washington metropolitan 
area, and for that reason, this statement is respectfully submitted for 
the committee’s consideration. 

May I thank you for your patience. 

Mr. Harris. Thank you very much, Mr. Kahn. 

Are there any questions ? 

Have you been here all afternoon, Mr. Kahn? 

Mr. Kaun. About 30 minutes, sir. 

Mr. Harris. You did not hear Mr. Dewitt Hyde’s testimony ? 

Mr. Kaun. No, sir, I did not. 

Mr. Harris. I believe he offered about the same amendment that 
you proposed here. : 

Mr. Kaun. I am very glad to hear that, sir. 
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Mr. Hate. I just want to ask one question. When you talk in 
your statement about “the proposed amendment,” you are talking 
about this bill ? 

Mr. Kann. Yes, sir. 

Mr. Hate. H. R. 8901? 

Mr. Kaun. Yes, sir. The amendments have been proposed to the 
Senate bill, which is the companion bill, and it is my understanding 
that they will be offered to this bill. 

Mr. Harris. Did you understand that Mr. Mitchell, who was down 
here explaining the bill yesterday, was to have offered some similar 
provision as this? 

Mr. Kaun. I do not know who is going to make the offer to the 
committee, but it is my understanding that the Board of Commis- 
sioners was going to do it. 

Mr. Harris. Somebody was going to do it? 

Mr. Kaun. Yes, sir. 

Mr. Harris. Anyway, you know you have made it, do you not? 

Mr. Kann. Yes, sir. 

Mr. Harris. Thank you very much. 

Mr. Kaun. Yes, sir. 

Mr. Harris. Do we have a representative of the Prince Georges 
Chamber of Commerce ? 

Evidently we donot. We do not have a representative here. 

We have a request, and if such request comes in again, Mr. Clerk, 
he may have permission to file such a statement for the record. 

Mr. Manuel J. Davis, general counsel, Washington, Virginia and 
Maryland Coach Co., was to have been here. He advised the Chair that 
it was necessary for him to be in court downtown. Having had some 
experience in the practice of law myself, I understand very well his 
problem. He thought he would be back here around 3: 30 or 4 o’clock. 
However, it appears that since the two witnesses that I called did not 
respond, we have reached the end of the calendar. 

I have some communications here. 

The first one is from Mr. Franz M. Oppenheimer, Chairman of the 
Public Utilities Committee, Progressive Citizens Association of 
Georgetown. Without objection, the letter and resolution will be in- 
cluded in the record. 

(The letter and resolution are as follows :) 

PROGRESSIVE CITIZENS ASSOCIATION OF GEORGETOWN, 
Washington 7, D. C., February 20, 1956. 
Hon. J. Percy Priest, 


Chairman, House Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D.C. 


My Dear Mr. Priest: On behalf of the Progressive Citizens Association of 
Georgetown I am writing with reference to some aspects of the transit situation 
in the District of Columbia on which I submitted a report to the Association at 
their regular meeting on Monday, February 6, 1956. 

I had to report that the question of abolishing streetcars in the District of 
Columbia had not been adequately studied by the Public Utilities Commission 
or the Board of Commissioners. In arriving at their conclusion that streetcars 
should be abolished, the District authorities have relied exclusively on (1) cost 
figures reported by the Capital Transit Co. for present bus routes, which are not 
comparable to the routes presently served by streetcars, and (2) unevaluated 
reports from other cities. 

As to the second of these points, it is true that many cities are abolishing 
streetcars, without, however, thereby succeeding in solving the financial problems 
of their transit systems. It is axiomatic that these problems are primarily created 
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by loss of patronage. The solution therefore would seem to lie in attracting 
more patronage and this can be done only by giving passengers what they want, 
and not by ramming down their throats something they emphatically and con- 
cededly do not want. 

Furthermore, I had to report that neither the eventual new financial problems 
nor the public health factors involved in substituting buses for streetcars have 
been given any systematic study, and that the Public Health Department of the 
District has not even been requested to make such a study. 

After considering my report, the meeting unanimously adopted a resolution call- 
ing for a systematic study of cost, public health and other relevant factors before 
making a decision to abolish streetcars and to tear out tracks at the expense of 
$11 million, and opposing the use of 51- and 41-seat buses in narrow residential 
streets. A copy of this resolution, a more complete summary of my report and 
a preliminary note on air pollution are respectfully enclosed for the considera- 
tion of your committee. 

Our association further wishes to be on record as opposing any transit law 
which would leave the power to determine types of vehicles used, routes and 
timetables exclusively with an independent transit authority. Transit problems 
are enmeshed with the more general problems of traffic, zoning, and regional 
planning; and therefore no institution without responsibility in these larger fields 
should have the final word on types and routing of transit vehicles. We there- 
fore respectfully submit that the Commissioners of the District of Columbia 
should retain their authority over the latter. 

Very sincerely yours, 
FRANZ M. OPPENHEIMER, 
Chairman, Public Utilities Committee. 





RESOLUTION UNANIMOUSLY ADOPTED BY THE PROGRESSIVE CITIZENS ASSOCIATION 
OF GEORGETOWN AT THEIR REGULAR MEETING ON FEBRUARY 6, 1956: 

Whereas large buses jeopardize the residential nature of neighborhoods because 
of their exhaust fumes, their noise, their danger to pedestrians when making 
turns, and the vibrations damaging to houses, the Progressive Citizens Associa- 
tion of Georgetown, in its regular monthly meeting 

Resolves: 

1. That the maximum size of buses permitted on narrow residential streets be 
restricted to 31-seat buses ; . 

2. That whoever will be permitted to operate the District of Columbia’s transit 
system be put on notice of this restriction and be permitted to operate only 
subject to it ; 

3. That no decision to abolish streetcars in the District of Columbia be made 
before a thorough analytical comparative study of streetcars and buses has been 
made, which study will take into account not only comparative cost factors but 
also public health, street maintenance, rates of accident, and preferences of 
transit users, and which study will not ignore the value of the present investment 
in tracks and the cost of removing present tracks ; 

4. That a copy of this resolution be transmitted to the Board of Commissioners 
of the District of Columbia and to such other persons as members of the 
executive committee or the public utilities committee of this association may 
determine. 





PROGRESSIVE CITIZENS ASSOCIATION OF GEORGETOWN—REPORT ON SOME ASPECTS 
OF THE TRANSIT SITUATION 


By Franz M. Oppenheimer 


Since it is generally assumed that in an all-bus system streetcars would be 
replaced by 51-seat diesel buses, our president asked me to make a study of the 
pros and cons of an all-bus system. I therefore talked to the PUC to discover 
the evidence for the supposed economies of an all-bus system. The only figures 
given me by PUC are a projection of the cost of buses, as reported by Capital 
Transit, to a hypothetical all-bus system. This method is questionable because 
it does not take into account the different routes and types of use of buses and 
streetcars. In 1954 buses and streetcars collected roughly the same gross rev- 
enues from the same number of passengers. However, in order to do so, buses 
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had to run roughly twice as many hours and twice as many miles. This means 
that streetcars had to make more stops and had to carry a heavier load. But 
cost studies, for instance a study published in the December issue of Mass Trans- 
portation, demonstrate that costs of buses too would increase significantly with a 
higher load and more stops per mile. Besides, Capital Transit’s figures for 51- 
seat diesels are based on new buses. Bus costs increase with age. 

The only other evidence relied on for PUC’s cost estimates are apparently 
unevaluated reports from other cities. For instance, General Lane, in a letter 
replying to my request for information, cited three sources giving cents-per-mile 
cost figures. I was able to find only one of these, a report in the September 1955 
issue of Mass Transportation. This report turned out to be an advertisement 
for General Motors diesel buses. In any event, cents-per-mile, the only standard 
of comparison used by General Lane, is not a satisfactory standard of comparison. 

Apart from unit costs, a balanced judgment requires consideration of some 
other factors that, I was told, were also not taken into account by PUC: (1) Cost 
of street maintenance, (2) accident rates, (3) public health, and (4) rider pref- 
erences. Of those, public health is particularly important even from a cost point 
of view. Exhaust fumes of buses contribute to the smog problem which, once it 
exists, requires tremendous sums for its cure. Thus, New York City has just 
issued new regulations requiring all gasoline buses to be equipped with fume 
reducing devices. The cost of such devices should be included in cost estimates. 
Moreover, there is evidence that the concentration of carbon monoxide, oxides of 
nitrogen, aldehydes, and lead—all poisons—increases directly with the volume 
of motor traffic and the narrowness of streets. Yet, as far as I have been able 
to find out, the medical experts of the public health department have not been 
asked to make a report on the health aspects. 

As to public preference, it is universally recognized that the chief problem for 
mass transportation is declining patronage. Therefore it would be important to 
find out what the public prefers; for the best way to attract passengers is to 
give them what they want. 

Another factor advanced in favor of buses is their maneuverability in traffic 
lanes. However, the trade magazines already propose reserving one traffic lane 
for buses, and if this is done the advantage of maneuverability, if any, would be 
lost again. 


NOTE ON BUSES AND AIR POLLUTION 


On the basis of a dozen or so scientific papers sent me by the Kettering 
Laboratory of the University of Cincinnati and the United States Public Health 
Service, and two annotated bibliographies on air polution (Biological Aspects 
of Air Pollution by Heimann, Brooks and Schmidt, all of the Federal Security 
Agency’s Public Health Service (1950), and Air Pollution by Davenport and 
Morgis, Bulletin 537, Bureau of Mines, Washington, 1954) some principal con- 
clusions may be drawn. 

The concentration of the following poisons in the air varies directly with the 
volume of motor traffic: (1) carbon monoxide, (2) oxides of nitrogen, (3) alde- 
hydes, and (4) lead. 

Concerning aldehydes, Jacob Cholak, the most quoted American authority in 
the field of air pollution says, “One might hazard the guess that motor vehicles 
generally contribute more aldehyde to the atmosphere than do heating plants or 
industrial sources.” (The Nature of Atmospheric Pollution in a Number of In- 
dustrial Communities, in the proceedings of the Second National Air Pollution 
Symposium, September, 1952.) 

Among motor traffic, buses and trucks are the worst offenders. On this subject, 
George M. Hama is summarized in the Bureau of Mines’ bibliography as follows: 

“Probably the most frequently encountered atmospheric pollution is that from 
buses and trucks. The sickening fumes associated with bus riding, the obnoxious 
odors coming through automobile fresh-air heaters, and the burning sensation in 
eyes and nose at certain traffic intersections are typical examples of exposures 
to bus and truck exhausts. This pollution is extremely obnoxious and disagree- 
able and causes a feeling of illness and nausea in some individuals. 

“On busy city streets it is possible the carbon monoxide content of the air 
may exceed the maximum allowable concentration of 100 parts per million parts 
of air. However, as this concentration is based on an 8-hour exposure, the average 
citizen will not suffer discomfort or ill health. 
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“With regard to the other substances, such as aldehydes, present in exhaust 
gases, tests indicate that 0.1 part per million aldehydes in exhaust gases is 
offensive and irritating to some individuals. It is suggested that scrubbers can 
be utilized to reduce the aldehydes below offensive levels.” 

Studies further confirm what common sense alone would assume, namely that 
toxic pollution of the air does not stay put in one place but spreads about, and 
that the narrower the streets the greater the concentration of poisonous sub- 
stances. For instance, Z. G. Wolfson, in a paper on Atmospheric Pollution by 
Motor Exhaust Gases (Gig. San., 1948) states that with increasing motor traffic, 
the toxic concentration of carbon monoxide may spread beyond the line of traffic 
to the vicinity of main roads and that indirect effects also have to be considered, 
for example, absorbtion of ultra violet rays and sunlight, disagreeable odor that 
favors supervidical breathing, etc. He advocates as one of the remedies regula- 
tions to concentrate main flow of traffic over wide roads with pedestrian traffic 
at a safe distance, keeping traffic, garages, etc. away from narrow streets and 
congested districts. (As summarized in the Bureau of Mines Bibliography.) 


CONCLUSIONS 


As would be expected, the scientists do not all agree on the main sources of air 
pollution or on the minimum concentration of poison dangerous or deleterious to 
people, but there is no doubt (1) that buses emit poisonous gases, (2) the more 
buses the greater the degree of air pollution, (3) the narrower the streets the 
greater the danger of air pollution. 


Mr. Harris. The next letter is from Mr. Hilliard H. Goodman, 
apartment 204, 3725 Macomb Street NW., Washington, D.C. It isa 
letter to the chairman of the committee requesting that the letter 
and the memorandum submitted therewith, which is in the nature of 
a letter to the editor of the Washington Post and Times Herald, under 
date of February 16, be included. 

Without objection, it shall be included in the record at this point. 

(The letter is as follows :) 


WASHINGTON 16, D. C., February 16, 1956. 
Representative JAMES PERCY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN PRIEST: As you probably know, neither the District of 
Columbia commissioners nor the Public Utilities Commission has given local 
residents an opportunity to express their views on the possible repercussions of 
the substitution of an all-bus operation for the combined streetcar-and-bus oper- 
ations that are conducted by the Capital Transit Co. Moreover, so far as I 
know, no committee of Congress has announced its intention to consider this 
particular issue. 

In order that you and members of your committee may be apprised of the 
complex nature of the proposed immediate conversion to an all-bus operation, I 
am enclosing a copy of a letter which I have just sent to the editor of the 
Washington Post and Times Herald. I respectfully request that this letter be 
made a part of the record of any hearings which your committee may hold with 
reference to the bill to create a transit authority for the Washington Metropoli- 
tan Area. 

Sincerely yours, 
Hriiirarp H. GoopMAN. 


WASHINGTON 16, D. C. 
February 16, 1956. 
Eprror, WASHINGTON Post AND TIMES HERALD, 
Washington, D. C. 

Dear Sire: As a nonstockholding customer of Capital Transit Co., and as a 
civic-minded resident concerned about the future, I am impelled to urge cau- 
tion to avert mistakes that could greatly injure the health, safety, and welfare 
of the people of the Washington Metropolitan Area. The overriding considera- 
tion concerning our local transit problem should not be whether mass transpor- 
tation is to be furnished by a private company or by an authority, but whether 
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steps taken to meet an immediate crisis are in harmony with measures that 
may be regarded as urgent in the not-too-distant future. 


CONFLICT IN LEGISLATION 


In its haste to enact Public Law 389 prior to adjournment, so that Capital 
Transit’s riders would not be without mass transportation between congres- 
sional sessions, Congress apparently overlooked a conflict bet;ween Public Law 
389, 84th Congress, and Public Law 592, 82d Congress. In the latter-cited law, 
enacted in 1952, Congress directed the National Capital Planning Commission 
and the National Capital Regional Planning Council to conduct a study which, 
among other things, will determine the types of mass transportation equip- 
ment—and most feasible routes—necessary to cope with various demand-pat- 
terns, and clusters of population, estimated to exist in 1965 and 1980. On the 
other hand, Public Law 389 gives the District Commissioners discretionary power 
to order Capital Transit Co. to remove all of its vehicles and tracks from public 
streets upon expiration of its charter and franchise. In view of the fact that 
the study called for in Public Law 592 has barely gotten underway—with a 
final report not due until October, 1957—does it not seem logical that the decision 
on disposal or retention of CTC’s fixed assets should be deferred until the results 
of this comprehensive study are announced, and have been digested by those 
empowered to reject or implement these findings? 


PUC’S RESPONSIBILITIES 


The Public Utility Commission, desirous of assuring that mass transportation 
be continued after August 14, 1956—without any interruption—apparently be- 
lieves that wholesale removal of Washington’s street-railway network, at CTC’s 
expense, and operation of an all-bus system by a financially responsible operator, 
is the most feasible way to assure continuity of service. But would service 
by a hastily organized concern with shoestring financing, with an inadequate 
number of buses, inadequate maintenance facilities, and shortages of personnel 
qualified to repair and operate buses constitute continuity of operations? The 
PUC and the District Commissioners have never announced a public hearing for 
the purpose of giving citizens and organizations an opportunity to present their 
views on the repercussions of an all-bus operation, The Commissioners regard 
their preference for buses as an executive decision, which cannot be questioned 
by the governed. Moreover, they would commit a transit authority to an all-bus 
operation—even before the members of the authority were appointed. 

What if the decision to operate buses exclusively should contradict the October 
1957 findings of the regional planning bodies? What if the planning groups find 
that overconcentration of diesel buses in downtown Washington constitutes a 
menace to public health? Will the PUC then advocate the use of trackless electric 
trolley buses with their multipilicty of overhead wires? PUC should bear in 
mind that, in the late 1880’s, when Congress initially authorized electric street- 
railway operations, it provided that no overhead wires could be installed in what 
was then the area of the city of Washington. The construction of underground 
contact bars protected the beauty of our city and promoted public safety, the 
objectives Congress had in mind. PUC should also bear in mind that Capitol 
Hill is interlaced with transit routes and that various routes also pass the 
White House. All-bus operations would subject Congress, the President, and 
their aides to the lung irritations afforded by diesel oil fumes, which are more 
obnoxious and seem to linger longer than gasoline fumes. Is PUC aware that 
some medical scientists believe that petroleum vapors contribute to lung cancer? 


ECONOMIC CONSIDERATIONS 


Aside from the public health and aesthetic considerations, what are the eco- 
nomic facts? The only available statistics on streetcar-bus operations are those 
regularly furnished by Capital Transit to PUC. They reveal that in 1953, when 
the weekly pass was in use, Capital Transit’s streetcar operations yielded a 
net operating income (before income taxes) of $2.9 million, but in 1954, in which 
year the pass was abolished, streetcar-net income declined to about $2 million. 
In 1953 CTC’s motorbus operations yielded a net operating loss of $848,000, but 
in 1954 the bus loss increased to $1.2 million. Aside from the fact that the street- 
cars served more densely populated areas, the greater rider appeal of streetcars 
(especially during hours of peak-demand, when comparative elbowroom was 
important) undoubtedly influenced streetcar profits. 
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Local officials have alleged that street cars are more costly to operate than are 
buses. They base their contention on cost averages computed from the Capital 
Transit Co.’s Financial and Statistical Statement for 1954. Highlights of this 
statement, and data I have calculated therefrom, follow : 





| Rail Bus 

Total passengers (revenue passengers plus transferees) - --- - - ‘ _..-| 110,609,000 | 107, 060, 000 
Revenue passengers : 83, 467, 000 | 82, 058, 000 
Miles operated - - -- 12, 255, 000 21, 455, 000 
Passenger revenue $13, 389,000 | $12, 699, 000 
Per revenue passenger - $0. 160 | $0. 155 

Per mile_____- : $1. 093 | $0. 592 
Operating revenue | $13,553,000 | $13, 039, 000 
Per passenger-. $0, 123 | $0. 122 
RE ais nal nant aad ithnslgirs Gell $1. 106 | $0. 608 
Total operating revenue deductions (except income taxes) - - . | $11,593, 000 $14, 280, 000 
Per passenger ; | $0. 105 | $0. 133 
Per mile ‘ dink $0. 946 | $0. 666 
Net operating income (before carry-back refund) --| $1,960,000 | |! $1, 241. 000 
Per revenue passenger -- - I $0. 024 | 1 $0. O15 
eee eee bi $0. 018 | 1 $0. 012 

$0. 160 1 $0. 058 


in I iio i ected eds ac pas pawttdatecton 


1 Indicates loss. 


It will be seen that, although streetcars were more costly to operate on a 
per-mile basis, buses were more costly to operate on a per-passenger basis. 
These differences are attributable to differences in the sizes of the vehicles, 
location and length of routes, headway between vehicles, utilization of capacity, 
hours of operation, and differences in traffic conditions encountered on different 
routes. CTC’s unit-cost experience on bus operations in 1954 is not indicative 
of what a new operator’s experience would be in 1957. In 1954—as at present— 
a part of CTC’s bus fleet was fully amortized (as was not the case with respect 
to its streetcars) and the remainder was part amortized. Hence, CTC’s unit- 
depreciation expense for buses was lower than that which would be experi- 
enced by an operator of a brand new bus fleet. Moreover, CTC’s buses ranged 
in size from 31-seat to 5l-seat vehicles, and its average cost per mile was 
heavily weighted by vehicles having 44 seats or less. The average cost per mile 
for a fleet consisting of 51-seat buses exclusively would be higher. If these 
king-size buses were to take over the existing streetcar routes, where stops 
are closer and automobile traffic is slower moving, they might have a higher 
average unit-operating cost than that attributable to streetcars. Bear in mind 
that even if the buses’ unit-operating costs did not increase substantially, it 
would be necessary to have an increased number of units (because buses have 
less capacity than trolleys do) and total costs might well increase. 

But in the final analysis, profits are more important than costs. What would 
an all-bus operation do to profits? Everyone knows that, in rush-hour traffic, 
it is more of an ordeal to ride on a crowded bus than on a crowded streetcar. 
Already, dissatisfaction with inadequate rush-hour service has stimulated de- 
mand for taxicab service, and has increased the number of car pools. An all-bus 
operation would drive more people away from mass transportation and profits 
probably would decline. 

If an all-bus operation were instituted, would fares be lower? Of course 
not! The much higher rate-base would preclude it. Let us again look at the 
record. As of December 31, 1954, CTC’s average historical cost of acquiring 
its 508 streetcars (with 124 of them being less than 10 years old) was $18,257. 
The average historical cost of its 889 buses was $14,030. The PUC provides 
an amortization schedule of 23 years for streetcars, 3314 years for tracks, 14 
years for motorbuses, and 50 years for buildings of all kinds. As a result of 
the passage of time, CTC’s gross investment of $48.7 million in property, plant 
and equipment has depreciated to a net book value of $21.8 million. A new 
operator using 1200 5l-seat diesel buses costing $22,500 each would have to 
invest $27 million, not including the multimillion dollar cost of garages and 
repair shops. To approximate the carrying capacity of CTC’s bus-and-trolley 
fleets, a new operation would need 1500 51-passenger buses costing $33,750,000. 
Including repair facilities and working capital, the necessary investment might 
come close to $40,000,000. Is it any wonder that a spokesman for a franchise 
applicant recently said that a new operator would need 8 to 10 years of tax 
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relief to get on a financial footing comparable to CTC’s? And, of course, tax 
relief for an all-bus operator would result in increased taxes for all other tax- 
payers too: (1) offset the loss in District revenue and, (2) pay for increased 
maintenance and repair costs resulting from increased wear and tear of street 
pavements. 

In closing, I would like to add that the District government would also sustain 
increased unemployment compensation costs as hundreds of streetcar operators 
and maintenance workers would lose their jobs. Moreover, the income taxes 
paid by Potomac Electric Power Co. would be lower than they might otherwise 
be, because of loss of sales formerly made to CTC. In 1954 the transit concern 
accounted for 2.7 percent of the electric current sold by the power company, 
and for 1.7 percent of Pepco’s operating revenue. 

In summary it would appear that a wholesale removal of Capital Transit’s 
operating properties would result in poorer service, increased fares, injury to 
the community, and interference with the economic growth of the Washington 
metropolitan area. Let us keep our street-railway lines, some of which provide 
the nucleus for establishment of a rail rapid-transit system, at least until the 
regional planning bodies decide what our transit requirements are and are 
likely to be. 

Sincerely yours, 
HILiiargp H. GoopMAN. 


Mr. Harris. The Chair is also in receipt of a report and resolution 
of the Public Utilities Committee to the District of Columbia Federa- 
tion of Citizens Association in their meeting of Saturday, February 
18, on the subject of Keep the Streetcars. 

Without objection, it will be included in the record. 

(The report is as follows :) 


REPORT AND RESOLUTION OFFERED BY ITs PUBLIC UTILITIES COMMITTEE TO THE 
Districr or CoLUMBIA FEDERATION OF CITIZENS ASSOCIATIONS IN MEETING 
ASSEMBLED SATURDAY, FEerrRuARY 18, 1956 


In re: Keep the Streetcars 
REPORT 

Previous Resolution 

At its meeting of Saturday, October 1, 1955, the federation passed a unanimous 
resolution opposing any precipitous and irrevocable decision to abandon all street- 
cars in the District of Columbia and its environs. This resolution was based 
upon similar actions taken by several of our member bodies. Upon passage by 
the federation, copies of the resolution were sent to each District and Public 
Utilities Commissioner, each member and clerk of the House and Senate District 
Committees, and to the Capital Transit Co. 


No Respense 


Although one Commissioner advised the secretary of the federation that the 
authorities would answer its resolution, no such response has yet been received. 


Commissioners Continue Antistreetcar Remarks 


In the period since passage of the resolution mentioned above, the District of 
Columbia authorities have continued to voice the opinion that the streetcars must 
go. On January 26, Commissioner Lane was quoted as saying: “Buses are 
cheaper to run. The economics of the situation is as clear as that.” On Febru- 
ary 6, in a talk to one of our member bodies, Commissioner McLaughlin affirmed 
that “it costs 40 percent more to run streetcars than buses” and that streetcars 
“put traffic in a straitjacket.”. Mr. McLaughlin also said that one of the reasons 
for the proposed streetcar abandonment is that many other cities are getting rid 
of streetcars. 

On February 13, Commissioner Spencer asserted before a women’s organiza- 
tion that “There is a difference of some 50 percent in the cost of operating the two 
types of vehicles.” 

Reasons for this Report 

With constant repetition since last October of these and similar statements, 
your committee was much concerned that it had been in error in proposing the 
previous resolution to the federation. Hence, it undertook to investigate the 
matter further, and this report is to advise the federation of its findings. 
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Findings as to economy 


The committee undertook initially, through a member of the federation, to 
inquire of one of the Commissioners as to the basis of his claim that buses are 
more economical than streetcars. The Commissioner advised that his views 
were expressed by the data on pages 27-30 of the September 1955 issue of Mass 
Transportation, a trade publication. Upon examination, these pages were all 
found to be an advertisement of the General Motors Corp. Your committee 
believes that reliance upon the advertisments of bus manufacturers is hardly a 
sound basis for urging streetcar abandonment. 

Next, your committee undertook to analyze the statistical and accounting data 
upon which the District of Columbia Public Utilities Commission has determined 
that it costs almost 30 cents a mile more to run streetcars than to operate buses. 
Our analysis found these data to be questionable in several respects, as follows: 

First, present practice of the District of Columbia Public Utilities Commission 
is to make an arbitrary assignment of overhead costs, such as general office 
exepnse, executive salaries, and administrative expenditures of the transit system. 
This arbitrary assignment results in an almost even division of overhead between 
streetcar and bus portions of the system, with a slightly greater share of such 
costs assigned to the streetcars than to the buses. Your committee found that 
this type of arbitrary assignment was contrary to accepted practice elsewhere, 
which tends to assign overhead costs on the basis of mileage operated by different 
types of vehicles. Had normal practice been followed in this respect, the bus 
share of CTC overhead would be almost twice as great as that for streetcars, 
instead of being recorded as somewhat less. Thus, in its assignment of overhead 
costs, the PUC is following an accounting procedure which inflates the cost of 
streetcar operation and tends to favor bus operation. 

Second, the same conclusion was unavoidable in connection with the deprecia- 
tion charges allowed by the Commission. With respect to streetcars, the normal 
life expectancy of these vehicles and their related facilities has been shortened 
by what the Commission calls an “economic obsolescence factor.” This results 
in depreciation charges levied against streetcars which are in excess of actual 
wear and tear, as the result of an arbitrary determination that these vehicles 
are obsolete. Again, this tends to inflate the recorded costs of streetcar operation. 
Buses, on the other hand, are charged with depreciation on the basis of a 14-year 
life, this being the historical average life span of all transit buses which have 
been used in Washington. It was ascertained that the national average life of 
city buses is about 10 years. Why then have Washington’s buses lasted 14? 
The answer appears to be in the fact that a major portion of CTC’s bus mileage 
has been operated on the lighter-traffic routes outside the central business district, 
where wear and tear are less than is to be expected on the trunklines now served 
by streetcars. The use of an economic obsolescence factor for streetcar deprecia- 
tion by contrast to the depreciation of buses on a light-traffic base leads to this 
result: Greater streetcar cost and lesser bus cost on the records. This type of 
bookkeeping seems to your committee to be definitely open to question. 

Third, and more serious perhaps than either situation described above, is the 
Public Utilities Commission practice of measuring the operating and main- 
tenance costs of all the streetcars against the operating and maintenance costs 
of all the buses, using what are called fleet averages. This, in your committee's 
judgment, is the same as comparing apples with grapefruits. What it means is 
that the costs which vary with service conditions are completely ignored. Most 
of the CTC bus mileage is chalked up outside the downtown area. Here traffic 
moves faster, vehicle wear and tear is less, fuel consumption is less. Most 
streetcar mileage, on the other hand, is operated on major downtown traffic 
arteries, where all vehicles move slowly, start and stop constantly, and operating 
conditions are at their most expensive. When, as in the transit business, labor 
costs are 60 percent of the total and a driver gets $2 an hour whether he drives 
at 30 miles per hour outside the central downtown area, or at 5 miles an hour 
along F Street, it is obvious that the costs per mile will be higher downtown 
than elsewhere, irrespective of the type of vehicle used. Since most streetcar 
miles are operated downtown or on heavily trafficked streets leading to down- 
town, whereas most bus mileage is on less heavily traveled thoroughfares, the costs 
of streetcar operation will show up higher when figured on a fleet-average basis. 
By the same token, if buses are substituted on present streetcar routes, their 
cost experience is likely to be less favorable than present bus-fleet averages, 
which are based substantially on light-traffic routes. Thus the use of fleet- 
average costs, which has been PUC practice, is misleadingly unfavorable to street 
cars. 
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On the other hand, where the measure of cost is taken to be operating expense 
per passenger carried, official American Transit Association data give a decided 
advantage to streetcars in 5 out of 6 cities still running such vehicles, as follows: 


Operating cost per passenger carried 


{In cents] 


Streetcar Bus 
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Your committee could find only one study made of the investment required 
per year, to provide one transit seat to the riding public. This was made at 
Milwaukee 6 years ago, on the basis that trolleys were larger and lasted longer 
than buses, and included a 5-percent compound interest rate on investment. At 
1950 prices, the study showed that the annual cost of furnishing a trolley car 
seat was $35.40, a trackless trolley seat $37.20, and a bus seat $47.20. 

On the bases already described, your committee has concluded that present 
PUC bookkeeping practices quite possibly tend to distort the relative economics 
of the two types of vehicles, and, through certain arbitrary procedures, may 
very well be inflating the true cost of streetcar operation while reflecting 
less than the actual cost of bus operation. 


Findings as to trafic congestion 


The committee next undertook to analyze the contention that streetcars con- 
tribute to traffic congestion. It found, initially, that streetcars bring downtown, 
according to the 1953 official traffic (cordon) count, about 25 percent of all the 
persons entering the central business area. On the other hand, the number of 
Streetcars equals only about 2.5 percent of all vehicles entering the area. This 
would seem to indicate that streetcars use scarce downtown space about 10 
times more efficiently than other types of vehicles, and that, to eliminante con- 
gestion we need more, not fewer, streetcars. 

On the relative merits of the different vehicles insofar as they relate to traffic 
congestion, it was believed that automobile club officials could speak with relative 
objectivity. In this connection, the committee ascertained that Mr. William 
J. Gottlieb, president of the Automobile Club of New York, had this to say on 
the subject, in a letter he wrote on March 28, 1949: 

“In many ways buses have tended to become far greater traffic disrupters than 
the trolley cars they have succeeded.” 

Even in Detroit, home of the bus builders, the automobile people don’t favor 
buses. In the Free Press, Mr. W. L. Potts, traffic engineer of the Auto Club 
of Michigan, was quoted as having observed that buses are a major source of 
Detroit’s growing traffic problem. Said Mr. Potts: 

“Jammed beyond capacity, they (the buses) travel in pairs, trios, and four- 
somes, spreading their bulk across all available lanes of traffic. They cut in 
and out between passenger cars, they jockey with each other for position in 
the mad scramble to get in or out of the city. They load and unload virtually 
in midstreet, instead of at the curb. Buses are not the answer to the mass- 
transportation problem in a city the size of Detroit.” 

On the west coast, experience is the same as in New York and the Midwest. 
The Los Angeles Times quotes the city board of public utilities and transporta- 
tion as finding that— 

“the actual experience of numerous buses in congested areas of the city has in- 
dicated that they have caused more traffic jams than the streetcars.” 

Whereas the above statements may not be conclusive for Washington, they 
seem to your committee at least to throw some doubt on the flat assertion that 
streetcars are the less desirable vehicles in heavy traffic. 


Findings as to general abandonment of streetcars 
The Commissioners have told us that Washington should abandon its street- 
cars because other cities are doing so. But the Commissioners have not told us 
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why they were. So your committee attempted to find out. The first fact that 
seemed pertinent was that almost $90 million has been spent on about 2,500 new 
streetcars in the United States since World War II. Why, if all this money 
was spent, are streetcars suddenly being junked everywhere? After much ef- 
fort your committee believes it has unearthed the major, if not the only, answer. 
Published court records disclose that the Federal Government entered an anti- 
trust suit against General Motors Corp., Phillips Petroleum Corp., Mack Manu- 
facturing Corp., Firestone Tire & Rubber Co., and Standard Oil Company of 
California, on a charge that these companies “conspired to acquire control of 
local transportation companies in numerous cities located in widely different 
parts of the United States, and to restrain and monopolize interstate commerce 
in motorbuses, petroleum supplies, and tires and tubes sold to these companies.” 

The Court report (334 U. S. 576) shows that the corporations named above 
developed an interesting merchandising technique. They furnished capital to 
a firm known as National City Lines, which was and is a transit holding com- 
pany. National City Lines, using the capital supplied by General Motors, etc., 
bought control of local street railways, with the understanding that City Lines 
would substitute buses as quickly as possible, and then cause all requirements 
of the local system in buses, petroleum products and tires and tubes to be pur- 
chased exclusively from the suppliers cited by the Government in its suit. 

By the time the Government found out about this activity, National City Lines 
had already acquired 44 transit companies in 16 States from Maryland to Cali- 
fornia. In all these cities, including St. Louis, Salt Lake City, Los Angeles, Oak- 
land, and Baltimore, streetcars have been abandoned entirely or for the most 
part, so that the public has gotten the impression that streetcars are obsolete, 
whereas in fact their abandonment has nothing to do with their relative merits 
versus buses, but rather, results from a conspiracy which the courts have found 
to be illegal. 


Other pertinent findings 

Has the widespread substitution of buses for streetcars cured the economic 
troubles of the transit companies? was the next question to which your com- 
mittee addressed itself. 

Our research disclosed that the substitution of buses has in many cases in- 
creased the economic difficulties of transit companies. For example, the Third 
Avenue Railway System, largest privately owned transit operation in the State 
of New York, went into bankruptcy 1% years after it had abandoned its street- 
cars. 


Los Angeles experience 


In Los Angeles, in spite of all the economies and better service promised by 
the buses which have been largely substituted for streetcars, fares have risen 
240 percent in the first zone since substitution. Gross revenue has declined from 
$20 million per year at the lower fare with streetcars to $16 million at the higher 
fare with buses. Obviously, the decline in riding has been enormous. 


Youngstown experience 

In 1947, the last year of streetcar operation at Youngstown, Ohio, approxi- 
mately 1 million passengers were carried; 3 years later an all-bus system was 
carrying only half as many passengers, and fares had gone up 140 percent. 
Twin Cities experience 

In their struggle to keep solvent despite streetcar abandonment, the transit 
companies have resorted to some interesting tactics, your committee found. Here 
is what one such company did, as described in the words of its president: 

“We first of all cut schedules to the quick and, of course, ran into the imme- 
diate opposition of the city councils. First they issued a unanimous order direct- 
ing us to restore all the service cuts. We refused. We appealed to the supreme 
court of the State and in the first decision affecting our business after taking 
over * the supreme court decided we were right, and that to deny us the right to 
tailor our own service would be taking property without due process of law. Thus 
the councils learned for the first time that intemperate, arbitrary, and unreasoned 
action would get nowhere against our company. 

“Following this definition of our rights, we subsequently tailored the service by 
more than 6,600,000 miles, made hundreds of schedule changes, relocated various 


1Q0n how they took over, see Collier’s magaine, eaeennen 29, 1951, p. 30, How 
Mobsters Grabbed a City’s Transit Line, by Gordon Schendel. 
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lines, eliminated a great deal of costly shuttle operation, and discontinued 10 
or more losing lines which were costing the company over $300,000 a year. 

“During the time that we have managed the property, we reduced the per- 
sonnel from 3,700 to 1,700 employees, due in part of course, to the acceleration of 
our conversion (streetcar abandonment) program from 7 to 2 years. 

“When we took over there was a 12-cent cash fare. During the 4-year period, 
we made 6 applications for increased fare and today we are operating with a 
20-cent cash fare.” 

The Collier’s article mentioned above describes how these “applications” 
processed. 

It says “on July 17, 1951, the State Railroad and Warehouse Commission 
granted the demanded boost in the transit company’s fare to 15 cents. However, 
the commission’s new chairman, Leonard E. Lindquist, had withheld his ap- 
proval. In a letter to transit officials, Lindquist gave his reason.” 

The company’s president “had threatened that unless the commissioners prom- 
ised to grant the increase within 1 week, in only 48 hours he would stop all 
transit service. ‘It would be hard to imagine’ Lindquist wrote, ‘a more im- 
proper attempt to influence the decisions of a quasijudicial body such as this.’ 

“Our next problem was one of taxes,” continues the transit company president. 
“We were paying close to a million dollars in personal and real taxes alone, in 
addition to all other impositions for a multiplicity of license and inspection fees. 
We felt these taxes to be exorbitant * * * We prepared to go to the courts, but 
a few hours before the matter was for trial, the commissioners granted us relief 
for 1 year alone in the amount of $135,000. Subsequently, and due to persistent 
effort on our part, we obtained additional relief so that after 4 years we were able 
to cut more than $600,000 off the personal property assessment. 

“We likewise saved some $50,000 on real property taxes.’ ” 

Your committee was curious to determine What effect all this had had upon 
transit riding in the city described. It was developed that the number of pas- 
sengers carried by the transit system had slid from 201,500,000 in 1946 to less than 
100 million in 1953, 1954, and 1955. 

The town described is, by the way, Minneapolis, Minn., which in some quarters 
is being advanced as a model transit operation for Washington. On the record 
in Minneapolis, here is what was happening while the streetcars were being 
abandoned : 

1. Two thousand men were thrown out of a job. 

2. Service was discontinued on 10 routes. 

3. The remaining service was reduced by over 6 million vehicle miles a year. 

4. The city lost tax revenues amounting to $350,000 a year. 

5. Fares were increased 100 percent. 

6. Riders declined over 50 percent. 

Furthermore, your committee noted that the vice president and general man- 
ager of the Minneapolis transit company during the period when the above 
changes were taking place was Mr. B. M. Larick, who has been mentioned in 
the press as a possible candidate for head of Washington’s transit system. It 
was also determined that Mr. Larrick came to Minneapolis from the employ of 
National City Lines, the corporation mentioned above as found guilty of anti- 
trust violation. 


were 


Rider preference 

Your committee was also interested to ascertain whether the rider preference 
for streetcars over buses was peculiar to Washintgon. Insofar as the committee 
could discover, every time these two vehicles have been put to popular vote, 
streetcars have been preferred. For example, in Chicago, a poll showed 87.7 
percent of those polled as preferring modern streetcars to buses. In Cleveland, 
a similar vote went 93.8 percent in favor of the streetcars. Flouting the popular 
choice, buses have been substituted in these both cities, and in both transit 
riding and revenues have declined, it was ascertained. Moreover, the experience 
of Cleveland and Chicago seems typical: Insofar as we could find out, wherever 
streetc.irs have been done away with, transit traffic and revenues have decreased. 
Shaker Heights experience 

By contrast, the city of Shaker Heights, Ohio, has retained its streetcars, and 
is the only transit company in the country where riding has increased since 
World War II. 


2 See Mass Transportation, August 1955, p. 26. 
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Toronto experience 

In Canada, Toronto is the only major city planning to retain large-scale street- 
ear operation. And consistently, only in Toronto has Canadian transit riding 
gone up—this despite a 110 percent increase in Toronto’s auto registrations dur- 
ing the last decade. It was pointed out to your committee that Toronto subsidizes 
its streetcars, but it was also pointed out that subsidy payments to Toronto's 
transit operation would not pay for 1 mile of superhighway at today’s average 
eosts. 


Remarks of Mr. Blucher 

Your committee was interested likewise to note some statements made by Mr. 
Walter H. Blucher, former executive director of the American Society of Plan- 
ning Officials, and a noted city planning expert, who said: 

“Transit companies are not providing comfortable and convenient vehicles. 
The PCC Car, which is comfortable, is rapidly losing ‘popularity’ with transit 
eompanies. What we have, for the most part, is a bus which is noisy, bumpy, 
jerky, often smelly, and just plain uncomfortable. 

“The Municipal League of King County in Seattle recently made a survey to 
determine why people refused to ride the transit buses. Some of those queried 
said they simply didn’t like buses and would like the streetcars back. Others 
complained about the excessive price for a short haul.” 


Conclusions as to rider preference 

From the data cited above, your committee concluded that many people will 
not ride buses if they can avoid it, and the widespread adoption of these vehicles 
is a real, if unpublicized, factor in the decline of the transit industry. This 
eonclusion seems confirmed by Maj. Clarence A. Winder of Pasadena, Calif. 
Pasadena got rid of its streetcars, some years ago, and now operates only buses. 
In the authoritative publication, The American City, for February 1955, Major 
Winder stated : 

“To say that rail transportation is dead, and that buses provide the total 
solution is to close our eyes to the facts.” 


Fuel costs 

Your committee noted that Purdue University has issued a study showing that 
the price of electric power (used by streetcars) has declined in the last decade, 
wheras the base price of gasoline has increased 41 percent and of diesel fuel has 
increased 146 percent. 


Fares with an all-bus system 

Your committee next checked on the probable rates of fare if an all-bus system 
is instituted for Washington. 

On February 7, 1956, Senator Tydings testified at a Senate hearing that an all- 
bus system would cost $30 million, as follows: 


Tic MIP «  SURUIIID 1 MUNIN scx ctisenen be heansdalliadiadeiitaionsd-cumlanrugeahinedounanitnnienbenmamineaerbdia $24, 750, 000 
INIT « SI SAEs dls or en nian tcaeminhtnsieitniandnaie nen tieentidineinaia 1, 250, 000 
PUR i ccitingdrtendndinn ibid tinier mpiiininemee til 4, 000, 000 

TOUT RCO UE a cicinsnicn ancien: sisting natn ccbaancaitis: Uitaiincmnncivbiblpgtiaaey $30, 000, 000 


1In view of the Minneapolis story, the statement of Mr. Larrick that 900 buses “would 
be enough for the District” as quoted in the Post of February 14, is most revealing. The 
Star, same date, quoted Larrick as predicting (a) a fare rise; (0b) elimination of transfer 
privileges, and (c) cutting of “feeder” lines, if District Transit Co. is selected to operate 
Washington’s local transportation. 


This presumes that an investment in plant equal to $3,300 per bus will be suffi- 
cient. Your committee noted that the equivalent national average is about, 
$9,000 per bus, which would bring the total required investment to $36,800,000. 

However, Mr. Tydings’ data were adequate for the committee’s analysis, be- 
cause it seems highly improbable that the present volume of service can be main- 
tained in Washington with less than a $30 million investment. Moreover, the 
Tydings figures show that an all-bus system, giving present service, would at 
least require an investment 50 percent greater than the present combined rail-bus 
system of CTC, which has a value for rate-base purposes of approximately $20 
million. The PUC has permitted a 6.32 percent rate of return on the 1954 CTC 
investment of $23 million. This requires a 20-cents fare to sustain. The PUC 
has stated that it believes a 7 percent rate of return on invested capital is justi- 
fied and reasonable. It is obvious to your committee, without probing the de- 
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tails of public utility calculations, that a 6.32 percent or 7 percent return after 
taxes on a $30 million investment would require a higher fare to sustain, than 
does a 6.32 percent return on a $23 million investment, regardless of other petty 
variables. 

Your committee recognizes that its analysis is greatly simplified by comparison 
with the involved procedures required by the law in determining rates of fare. 
Your committee recognizes also that other factors, such as the effective (as con- 
trasted with the cash) fare, the level of traffic, the amount of tax liability and 
many other things also influence the fare level established by the PUC. For 
this reason, the committee has avoitied any forecast of the probable rate of fare 
should an all-bus system be established, but the committee is firmly convinced 
that an increased rate of fare will be an inevitable result of the proposed street- 
car abandonment. 


Conclusion 

In view of the facts recited above, the Public Utilties Committee believes it 
would work a financial hardship on the working people and transit riders of the 
District of Columbia, without compensating advantages to the community, to 
substitute buses for the streetcars now operating in Washington. In this con- 
nection, the words of Guy A. Richardson, late chief executive of Chicago’s 
transit system, seem pertinent. Said Mr. Richardson, in opposing streetcar 
abandonment at Chicago: 

“It must be admitted that it is worthwhile to prevent the destruction of bil- 
lions of dollars of invested capital by the junking of street railways and the 
substitution of a service which cannot be as economical or as satisfactory in 
large centers of population.” 

RESOLUTION 


In view of the facts cited in the foregoing report of the Public Utilities Com- 
mittee, be it 

Resolwed, by the District of Columbia Federation of Citizens Associations, in 
regular meeting this 18th day of February, 1956 

(1) that it reiterates it opposition to the precipitous and irrevocable decision 
to abandon all streetcar operations in the District of Columbia and its environs; 

(2) that it strongly urges the District of Columbia and Public Utility Com- 
missioners to hold public hearings on the preference of riders as between street- 
cars and buses ; and 

(3) that it recommends that the District of Columbia and Public Utility Com- 
missioners make and objective study of relative costs and merits of streetcars 
and buses, including, but not limited to, such pertinent factors as the possible 
use of some streetcar facilities in connection with the ultimate need of Wash- 
ington for a rapid-transit system; the trend of fuel costs; the probable increase 
in street-maintenance costs if an all-bus system is instituted; the comparative 
accident experience of the two types of vehicles; and the influence on the public 
health of the noxious fumes and gases emitted by buses; and, be it further 

Resolved, that copies of this report and resolution be sent to the District Com- 
missioners, the Public Utility Commissioners, each member and the clerks of the 
House and Senate District Committees, and the Capital Transit Co. 


Mr. Harris. The Chair is in receipt of a letter from Mr. E. L. 
Tennyson, of Youngstown, Ohio, with regard to this legislation, with 
suggestions that he feels are imperative. 

t will be included in the record for the benefit of the committee. 

(The letter is as follows:) 


YOUNGSTOWN 12, On10, February 18, 1956. 
Hon, Oren Harris, 
Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D. C. 

DEAR REPRESENTATIVE Harris: House bill H. R. 8901 will affect 500,000 people 
every day. In general, it is a very good bill and will advance the public welfare 
considerably, but a few amendments are badly needed to insure satisfactory liv- 
ing conditions in the Washington metropolitan area. 

On page 5, between lines 18 and 19 of the bill, the qualification must be added 
“One member of the board of directors shall be an attorney, one a registered 
engineer, and one a certified public accountant.” 
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On page 5, line 29, it should be amended to read “Three of the directors of the 
Authority shall be appointed by the Commissioners of the District of Columbia, 
and one each by the Governors of Maryland and Virginia, and shall * * *’’ 

On page 7, subsection (c) should be deleted entirely. It will be grossly unfair 
to all to allow men, not ultimately responsible for the proper conduct of the 
Authority, to set its initial and perhaps crystallizing policies, before the respon- 
sible directors are qualified. 

On page 39, section 19 (a), line 20, the public must be protected, by deleting 
line 20 and substituting “and the Authority shall have the power to determine 
all schedules and routings, but changes thtrein and conditions of service shall 
be subject to the approval of the appropriate Public Utilities Commission or 
Public Service Commission after public hearings on such changes have been 
held.” 

On page 48, section 23, this must be amended to prevent traffic regulations 
from disrupting established transit routes. Add to line 16 “but no such rules 
and regulations may be made that will render operation of a given public trans- 
portation service unreasonably difficult.” 

On page 53, section 27°(b), this is unduly restrictive. No solution to the mass 
transportation problem can be had without better, faster, cheapter service. It 
will take more than $20 million. An additional provision should be added to 
line 23 following $20 million, “plus an additional amount not to exceed $35 
million which must be used for the establishment of a separation between gen- 
eral vehicular traffic and the transportation vehicles of the Authority, by means 
of private rights-of-way on, above, or below the surface. The Authority is 
specifically authorized to share in Federal Aid to Highway funds for this pur- 
pose.” “These advances, except for Federal grants-in-aid, shall be sub-” and 
so on, to line 25. 

On page 54, subsection (d), line 23 should be amended to read “average yield 
to the next higher one-eighth of one percentum.” If motorists on the highway 
don’t have to pay any interest on road money, it is hardly fair to exact excessive 
interest from transit riders. 

Please make every effort to insert the above changes in this bill. They are 
solely for the benefit of the public. Most Congressmen do not utilize public 
transportation enough to understand its problems. The most serious problems 
are not financial, but freedom of precise movement. Unless the Authority pleases 
the traveling public, it will be of no avail to please the bankers. It seems 
grossly unfair to provide navigable waterways for big business at no cost, except 
full taxpayer subsidy; to provide electric power by tax-supported agencies; to 
put all highway-user payments back into highways; to give handouts for aviation 
companies and airports: and then ask transit riders to be self-supporting. I 
have given many years to the study of private and public transportation. The 
above amendments are absolutely essential. 

Respectfully submitted. 

E. L. TENNYSON. 

Mr. Harris. General Lane, did you have an additional statement? 

General Lane. Mr. Chairman, I would appreciate the opportunity 
to make an additional statement for the record. 

Mr. Harris. We will be very glad to have it. Ihope it is not in the 
nature of rebuttal. 

General Lane. I realize there is no desire to have an argument in 
the hearing, sir, and I hope these statements are only in clarification of 
what has been presented. 

Mr. Harris. Proceed. 


STATEMENT OF BRIG. GEN. THOMAS A. LANE, ENGINEER COMMIS- 
SIONER, DISTRICT OF COLUMBIA 


General Lane. I am Brig. Gen. Thomas A. Lane, Engineer Com- 
mission and Public Utility Commission of the District of Columbia. 

The purpose of this statement is to clarify the record which has 
been made in this hearing with respect to several matters which have 
been of interest to members of the committee. 
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The committee questioned Mr. Broadwater of the Capital Transit 
Co. with respect to the negotiations between that company and the 
Public Utilities Commission with respect to the filing of an applica- 
tion for a fare increase during the period January 1, 1955, to June 30, 
1955. It would, of course, have been highly improper for the Public 
Utilities Commission to have agreed to grant a fare increase prior to 
the filing of a request by the company giving its basis for requesting 
an increase. Although the company is presumably well advised on 
public utility law, it did seem to have some idea that such an agree- 
ment could be reached by negotiation with the Commission. 

Throughout this period, the Public Utilities Commission assured 
the company representatives that the right of the company to file for 
a fare increase clearly belonged to the company, and that the decision 
on when to file was a management decision in which the Public Utili- 
ties Commission could not participate. 

Mr. Broadwater’s statement did not make clear that the Public 
Utilities Commissioners’ expressions with respect to the timeliness of 
the filing were related solely to the fact that the Public Utilities Com- 
mission had sponsored certain legislation to aid the company, and 
that the passage of this legislation might be jeopardized by filing for 
a fare increase. 

Legislation to authorize the Public Utilities Commission to set 
higher school fares was then before the Congress. In addition, the 
Public Utilities Commission in this period recommended to the Board 
of Commissioners of the District of Columbia that Congress be re- 
quested to pass legislation relieving the Capital Transit Co. from the 
gross receipts tax. 

However, since these actions of the Commission were taken to aid 
the Capital Transit Co., it became a matter of management judgment 
whether a fare increase would, in fact, delay or block action on the 
legislative program which the Commission had sponsored, and, if so, 
whether the application for a fare increase should, on that account, 
have been delayed. 

The telephone conversation with Chairman McLaughlin, which was 
quoted by Mr. Broadwater, confirms the essential position which was 
maintained throughout these negotiations. It is a position which was 
cooperative with management, but which leave to management the 
decisions which management alone could properly make. 

Some of the questions raised by the committee have left an implica- 
tion that the strike of 1955 resulted from the failure of the Public 
Utilities Commission to grant to the company before the first of July 
a fare increase which the Board of Commissioners did grant to the 
company in August. 

I submit that the record of facts shows clearly that this is not so. 

The company, on June 8, 1955, requested a fare increase which was 
calculated to increase the gross receipts by approximately $2,100,000 
in the first year. The request was made upon the company’s cost of 
operation under the then current labor contract and upon the com- 
pany’s claim to a fair rate of return on its rate base. Now, what 
actually happened in August was that the Board of Commissioners 
allowed a fare increase which was calculated to increase gross re- 
ceipts by approximately $1,300,000, after the company had accepted 
a wage contract which increased its costs by that amount. 
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If this adjustment was in any sense fair, then the company clearly 
was not entitled to the $2,100,000 which it had requested in June prior 
to negotiating the labor contract. I realize that the company had not 
stated that its earnings at the present time are an adequate return 
on its rate base. I think, however, that the facts before us demon- 
strate clearly that the Public Utilities Commission could not properly 
have justified the granting of a summary increase of $2,100,000 on 
the basis on which the applic ation of the company was presented. 

The implication of the company testimony already in the record 
is that if the Public Utilities Commission had granted an increase to 
which the company was clearly not entitled, the company, after nego- 
tiating a labor contract, would have refrained from asking for a 
further increase to which it clearly would have been entitled. 

It seems clear to me that the Public Utilities Commission in this in- 
stance did exactly whatever consideration of law and public policy 


required it to do. 
Mr. Broadwater was questioned about the reasons why the Board of 


Commissioners were dissatisfied with the service which Capital 
Transit Co. was rendering to the community. The position of the 
Board of Commissioners in this respect was set forth in detail in a 
letter dated July 18, 1955, to Speaker Rayburn, in which the Commis- 
sioners recommended the revocation of the Capital Transit Co. fran- 


chise. 
In view of the prior testimony, -I request, Mr. Chairman, that this 


letter be included in the record of the hearing at this point. 
Mr. Harris. Without objection, that will be received. 


(The letter is as follows :) 
JULY 18, 1955. 


The Honorable SAM RAYBURN, 
The Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. SPEAKER: The Commissioners of the District of Columbia have 
the honor to submit to you herewith a draft of a proposed bill to amend joint 
resolution entitled “Joint resolution to authorize the merger of street-railway 
corporations operating in the District of Columbia, and for other purposes,” 
approved January 14, 1933, and for other purposes. 

Shortly after midnight of June 30, 1955, there was a strike by the employees 
of Capital Transit Co. and since that time the public transportation service 
vehicles of the said company have not been operated. The cessation of service 
by Capital Transit Co. has had serious impact upon the public interest and all 
business in the District of Columbia. The functions of the Governments of the 
United States and the District of Columbia, and of the agencies of the said 
Governments, have been impaired. The Commissioners have used every means 
within their command to bring about the resumption of transit service. Up to 
the present time, their efforts have been without success. 

After thorough consideration of all relevant circumstances, the Commissioners 
have reached the conclusion’ that the long-term attitude and actions of the 
Capital Transit Co. management culminating in the emergency created by the 
stoppage of the transit service calls for the exercise of powers they do not now 
posses. This conclusion has been reached with the greatest reluctance, but in the 
belief that it is the best means of restoring public transportation service in the 
District of Columbia. As a last resort, the Commissioners recommend that 
legislation be enacted (1) to terminate the franchise of the Capital Transit Co. 
and (2) to grant the Commissioners power to take possession of and operate the 
properties of Capital Transit Co. as may be necessary during the 1 year period 
until the termination of the franchise legally becomes effective. 

The reasons which have led the Commissioners to recommend the termination 
of the franchise of the company relate to certain events which have taken place 
in the history of the Capital Transit Co. going back to 1949 when the present con- 
trolling interests in the company acquired control. 
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In 1949 Louis E. Wolfson and persons associated with him sought to purchase 
a controlling interest in the stock of the Capital Transit Co. Under the law it 
was necessary for the Interstate Commerce Commission to approve this pur- 
chase. It is interesting to note that after a full hearing Mr. Vernon Baker, the 
examiner who heard this matter, recommended disapproval of the purchase. 
The report of Division 4 of the Interstate Commerce Commission, dated Septem- 
ber 2, 1949, contains the following statement: 

“The examiner recommended denial of the application because, in his opinion, 
applicants had failed to establish by competent witnesses that the proposed 
transaction would be consistent with the public interest, noting in particular that 
only one of the applicants, Weinstein, was present at the hearing as a witness; 
that the record was wholly lacking in evidence which would show, and it was not 
claimed, that the transaction would benefit in any way the carriers or the public 
which they serve; that, on the other hand, applicants admittedly have had no 
experience in transportation, live in places far removed from the territory in 
which the carriers concerned operate, and presumably have no knowledge of or 
interest in the problems of the public in that territory; and that acquisition of 
control of the carriers by persons so unqualified by knowledge and experience, and 
whose sole purpose is to obtain a reasonable return on their investments, would 
present definite hazards to the continued performance by transit and bus lines 
of adequate transportation service to the public.” 

Mr. Doran S. Weinstein, who became a vice president of Capital Transit Co. 
after the Wolfsons acquired control, testified as follows before Examiner Baker: 

“EXAMINER. As I gather from the testimony, your primary purpose in buying 
this stock is not to run a public utility, but as a means of earning income from 
your money? 

“Witness. That is right, sir. 

“EXAMINER. Do you propose to actively participate in the activities of the 
Capital Transit Co.? 

“WirneEss. We have no plans to that effect, sir. Our only interest in that 
respect is to protect our investment.” 

Division 4, however, did not adopt the recommendation of the examiner but 
approved the purchase. 

Shortly thereafter the Wolfson interests purchased approximately 45 percent 
of the stock at a price of $20 per share. Their total investment at that time was 
$2,189,000. They subsequently increased their holdings to 52 percent. On 
December 31, 1949, the earned surplus of the company was $5,166,258. On May 
31, 1955, earned surplus was $2,070,990, or a reduction of $3,095,268 since the 
Wolfson interests acquired control of the company. On December 31, 1949, the 
company had in cash $2,734,888, and marketable securities of $4,005,353, or a 
total of cash and marketable securities of $6,740,241. On May 31, 1955, the com- 
pany had cash of $2,663,025 (but no marketable securities), which shows a 
reduction between the aforesaid dates in cash and marketable securities of 
$4,077,216. 

The annual dividend rate at the time the Wolfsons bought control was $2 per 
share. In 1950, dividends were paid at the rate of $3 per share; in 1951, $4; 
in 1952, $15.60, including a special dividend of $10; in 19538, $6.40; and in 1954, 
$6.02, including a dividend in kind of $1.22 per share. These figures are before 
the 4-to-1 stock split. These increases in dividends are in sharp contrast to the 
continuous decrease in earnings from $5.96 per share in 1951, to $4.40 in 1952, 
to $4 in 1953, to $2.64 in 1954. 

Between September 1949 and May 31, 1955, under the present management 
of Capital Transit Co., dividends have been paid in cash in the amount of 
$8,808,000. There was also a distribution in kind with a total book value of 
$518,330. The total amount, therefore, of cash dividends and distribution in 
kind, treating the distributions in kind at the stated book value, amounts to 
$9,326,330. Stated in another way, this amounts to $38.86 per share on the basis 
of the shares before the split of the stock by the present management. 

During the years from 1949 to 1954, the company was granted four fare 
increases by the Public Utilities Commission. 

Primarily because of the policies pursued by*the Capital Transit Co. after 
the Wolfson interests acquired control, the Senate on July 28, 1953, passed a 
resolution ordering a complete investigation of public transportation in the 
District of Columbia. The investigation was made by a subeommittee headed 
by Senator Frederick G. Payne. 
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This subcommittee, after a complete investigation of public transportation 
serving the District of Columbia, fn its report (S. Rept. 1274 of the 83d Cong., 
2d sess.) said, in reference to Capital Transit Co., on pages 39 and 40: 

“The real question which arises out of the present dividend policy is whether 
management is depleting the resources of the company to the point where its 
ability to render service may be impaired either now or in the foreseeable future; 
whether at some time in the future the management will have stripped every- 
thing of value from the company and will then not be able to produce the neces- 
sary capital to provide adequate equipment to serve its patrons.” 

On page 41 of that report, the committee said it views the Transit Co.’s recent 
dividend policy under the Wolfson management: “as a course of action wholly 
inconsiderate of the public interest, wholly inconsistent with the philosophy of 
fair and reasonable return to the owners of a regulated utility, and wholly in- 
consistent with the stated intentions of representatives of the Wolfson group 
before the ICC.” 

Under Chapter VII, General Management Policies of Capital Transit Co., the 
Senate subcommittee concluded with this paragraph : 

“This general managerial attitude of the Wolfson group toward the problems 
previously discussed in this section and their public statements clearly indicate 
that they place their own private financial interests above those of the public 
in their operation of Capital Transit Co. This attitude has given credibility to 
the widespread public belief that the Wolfson group is ‘milking’ the Capital 
Transit Co. preparatory to dumping the system on the Government. Whether 
this is the intent of the group the subcommittee cannot, of course, conclusively 
determine ; but there are strong indications that this well may be their ultimate 
goal.” 

There have been other indications of an attitude on the part of the present 
management of the Capital Transit Co., which place private benefit and profit 
ahead of the paramount public interest in the operation of property devoted to 
public service. 

Mr. Wolfson, chairman of the board of directors, testified under oath before 
the Public Utilities Commission in that body’s investigation of current financial 
practices and position of the company (Formal Case No. 433) on April 6, 1954, 
that in an interview with Mr. Richard Fryklund, which appeared in the Sunday 
Star of March 28, 1954, he had stated as follows: 

“T have a responsibility to see that the stockholders of Capital Transit get a 
fair return. If there is no fair return, then I will have to take other action to 
protect their equity. If necessary, I will even go so far as to liquidate the com- 
pany. I'll protect the stockholders, within the limits of the law, in spite of any- 
thing, including Congress and the Public Utilities Commission” (transcript pp. 
74-75). 

In his testimony before the Commission Mr. Wolfson stated that in the inter- 
view cited he had also said that he was 100 percent opposed to liquidation of any 
corporation. 

Mr. Broadwater, president of Capital Transit Co., testified before the Public 
Utilities Commission in the same proceeding, that he had made a speech at a 
joint meeting of the Public Utilities Committee and Railroads and Transit Lines 
Committee of the Washington Board of Trade on February 26, 1952, in which he 
said that Capital Transit must have assurance of a return of at least 744 percent 
on its investment, and that officials of the company would not stand idly by and 
see the stockholders suffer financially or see the company destroyed. (Trans- 
eript pp. 533-534). The president of the company further testified in that pro- 
ceeding that he had written a letter under date of January 2, 1954, to the Hon- 
orable Frederick G. Payne, chairman of the Senate subcommittee, in which he 
said, among other things: 

“Under these circumstances the day is fast approaching when private owner- 
ship would have to give serious consideration as to whether it wants to continue 
operation or whether it would be more prudent to surrender its franchise and 
liquidate its investment” (transcript p. 535, Formal Case No. 433). 

On June 6, 1955, the Capital Transit Co. filed with the Public Utilities Com- 
mission of the District of Columbia a request for a fare increase. The company 
case was presented in public hearing on June 21, 22, and 24. Cross-examination 
is presently scheduled to begin on July 25, 1955. On July 7, 1955, the Public 
Utilities Commission issued a press release stating its concept of its powers. 
This statement indicated that the regular rate case could not be concluded 
forthwith but that a company request to offset the cost of a new labor contract 
with a compensating fare increase could be acted upon promptly. 
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The present stoppage of service of the Capital Transit Co. began on July 1, 
1955, after expiration of a 3-year contract between the company and National 
Capital Local Division 689, Amalgamated Association of Street, Blectric Railway 
and Motor Coach Employees of America. Throughout the negotiations for a new 
labor contract, the company has maintained that it could not grant merited 
increases to its employees until it first received or was guaranteed an increase 
of income. 

In a hearing before the Senate District Subcommittee on Public Health, Educa- 
tion, Welfare and Safety, on July 12, 1955, Louis E. Wolfson, chairman of the 
board of directors of Capital Transit Co., in his prepared statement submitted 
to that committee, referred to the demand of his striking employees for increased 
wages and said: 

“We feel that they are entitled to a fair increase.” 

Later in the prepared statement is found the following paragraph: 

“Without additional revenues, we cannot begin to meet Union requirements. 
We cannot give our employees more money for the simple reason that we don’t 
have it.” 

This testimony of the chairman of the board clearly and succinctly states the 
position that management has taken consistently, during the efforts by the Com- 
missioners to bring about negotiations looking to the settlement of the strike. 
This position places the protection of present profits above franchise obligations 
of service even to the point of completely stopping transit service. 

Contrary to the company claims of lacking money, the facts are that the com- 
pany earned a net income before income taxes of about $1,126,000 in 1954; on 
May 31, 1955, had an earned surplus of $2,070,990 and cash of $2,663,025; and 
on April 1, 1955, increased its quarterly dividend from $0.20 per share (after 
4-to-1 split) to $0.30 per share. 

The facts hereinabove stated support the conclusion stated by the Committee 
on the District of Columbia in Senate Report No. 1274, 83d Congress, 2d session, 
at pages 62 and 63 thereof, that the attitude of the present management indicates 
that it places private financial interests above the public interest in the operation 
of Capital Transit Co. These facts together with other information that has 
been presented to the Commissioners lead them to the conclusion that the pro- 
posed legislation to repeal the franchise of Capital Transit Co. is necessary in 
the public interest. 

The power to take possession of and operate the Capital Transit Co. property 
and assets as may be necessary during the final year of the franchise period 
is regarded by the Commissioners as purely corollary to the termination of 
franchise. The attitude of the present management of the company poses a 
threat of paralysis to essential mass transit service which in this year can be 
provided only through use of the company properties. If the company persists 
in its disregard of its franchise obligations, the public order will be in jeopardy. 
The Commissioners consider that the powers requested in the recommended 
legislation are necessary in the public interest 

Respectfully, 


President, Board of Commissioners, D. C. 


General Lane. There has been an apparent conflict of testimony 
between Mr. Spencer and Mr. Broadwater as to the position of the 
Board of Commissioners on the repeal of the gross-receipts tax. Mr. 
Spencer’s testimony referred to the readiness of the Board of Com- 
missioners to recommend repeal of this tax. Mr. Broadwater pointed 
out that in April of 1955 the Board of Commissioners rejected the 
recommendation of the Public Utilities Commissioners that such 
repeal be requested of Congress. 

Both statements are correct. The Board of Commissioners did re- 
ject the original recommendation of the Public Utilities Commission. 
However, in June and July of 1955, in the course of negotiations be- 
tween the company and the union, the question of repealing the gross- 
receipts tax was again raised and at this time the Commissioners did 
indicate their readiness to recommend such action. 
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With respect to the powers of condemnation embodied in H. R. 8901, 
the committee has shown concern about, first, the taking of a part of 
a property; and, second, the taking of personal property. 

I should like to point out that the taking of a part of a property is 
a normal procedure in the exercise of eminent domain, and that the 
legal basis for establishing compensation to the owner provides full 
consideration of this aspect of any taking. There is nothing new in 
the proposed legislation in this respect. 

As to the taking of personal property, I should like to point out that 
we are here concerned only with personal property which has been 
devoted to a public use, and that ike powers requested would merely 
assure the continued use of the properties for this purpose. 

The condemnation law provides adequate compensation for any 
personal property taken. Our corporation counsel has examined the 
precedents for the taking of personal property, and is preparing a 
memorandum which I should like to have permission to include in the 
record upon its completion. 

Mr. Chairman, could that memorandum be received for the record 
when it is completed ? 

Mr. Harris. Yes. 

(The document referred to follows :) 


MEMORANDUM IN Re (A) POWER OF THE GOVERNMENT TO AUTHORIZE THE TAKING 
BY EMINENT DOMAIN OF PERSONAL PROPERTY; AND (B) Power To ConDEMN 
PART OF THE PROPERTY OF A UTILITY 


In 29 Corpus Juris Secundum 852, Eminent Domain, section 65, there appears 
the following general statement with regard to property subject to appropriation : 

“Generally speaking, the power of the state to take property, or to authorize 
the taking thereof, by the exercise of the right of eminent domain extends to 
every species of property within its territorial jurisdiction, and to every variety 
and degree of interest therein, or at least extends to all private property. The 
power of eminent domain extends to real estate, all kinds of personal property, 
and even intangible or incorporeal rights; and it is not limited to commodities 
affected with public interest. A contract is property which may be taken under 
the power of eminent domain either directly or indirectly as the result of the 
condemnation of other property involving the contract. Shares of stock in a 
corporation may be taken or their retirement effected, under the power of eminent 
domain.” 

In his treatise on the Law of Eminent Domain in the United States, third 
edition, Lewis states, in section 411, that: 

“All kinds of property, and every variety and degree of interest in property 
may be taken under the power of eminent domain.” In support of this statement 
he cites the following cases: 

New York etc. R. R. Co. vy. Boston etc. R. R. Co. (36 Conn. 196) ; New York etc. 
R. R. Co. v. Offield (77 Con. 417, 59 Atl. 510) ; Water Works Co. v. Burkhart (41 
Ind. 364); Indianapolis etc. R. R. Co. v. Indianapolis etc. Rapid Transit Co. 
(33 Ind. App. 337, 67 N. E. 1013) ; Brown v. Gerald (100 Maine 351, 61 Atl. 785, 
109 Am. St. Rep. 526, 70 L. R. A. 472) ; Hastern R. R. Co. vy. Boston & Maine R. R. 
Co. (111 Mass. 125, 15 Am. Dep. 13) ; People v. B. d O. R. R. (117 N. Y. 150, 22 
N. E. 1026) ; People v. Adirondack R. R. Co. (160 N. Y. 225, 238, 54 N. E. 689) ; 
United States v. Lynah (188 U. 8S. 445, 23 S. C. 349). 

He also says, quoting from Metropolitan City Ry. Co. v. Chicago West Ry. Co. 
(87 Ill. 317, 324): “The right of eminent domain is an attribute of sovereignty, 
and whatever exists in any form, whether tangible or intangible, may be sub- 
jected to the exercise of its power, and may be seized and appropriated to public 
use when necessity demands it.” 

And quoting from Alabama é& Florida R. R. Oo. v. Kenney (839 Ala. 307): “All 
property is held subject to an inherent right in the Government to appropriate it 
to public use when the public good may require it to be done.” 

In the case of United States v. Buffalo Pitts Co. (234 U. S. 225) the court said, 
quoting from United States v. Lynah (188 U. S. 445, 464) : 
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“All private property is held subject to the necessities of Government. The 
right of eminent domain underlies all such rights of property. The Government 
may take personal or real property whenever its necessities or the exigencies of 
the occasion demand. So the contention that the Government had a paramount 
right to appropriate this property may be conceded, but the Constitution in the 
fifth amendment guarantees that when this governmental right of appropria- 
tion—this asserted paramount right—is exercised it shall be attended by com- 
pensation.” 

In Davis v. Newton Coal Co. (267 U. 8S. 292, 301) the Court said: 

“From the facts stated it appears, plainly enough, that 113 cars of coal belonging 
to defendant in error were seized by the United States while upon the lines of 
carriers under their contro] and thereafter appropriated and used in the operation 
of such roads. The taking was for a public use. This incantation pronounced at 
the time is not of controlling importance; our primary concern is with the ac- 
complishment. As announced in United States v. New River Collieries Co. (262 
U. 8. 341, 343, 344) ‘where private property is taken for public use, and there is a 
market price prevailing at the time and place of taking, that price is just compen- 
sation’ to which the owner is entitled. Also, ‘the ascertainment of compensation 
is a judicial function, and no power exists in any other department of the Gov- 
ernment to declare what the compensation shall be or to prescribe in binding 
rule in that regard’.” 

The Supreme Court has recognized the right of a State to repeal the charter of 
a street railroad company and to transfer its franchise and track to another 
corporation which it has created, and to which it gives the power to exercise the 
right of eminent domain (Greenwood v. Union RR. Co. (105 U. S. 772, 26 Lawyers’ 
Ed. 961). In upholding such right the Court (at p. 965, Lawyers’ Ed.) stated: 

“It was, therefore, in the power of the Massachusetts Legislature to grant te 
another corporation, as it did, the authority to operate a street railroad through 
the saine streets and over the same ground previously occupied by the Marginal 
Company. Whether this action was oppressive or unjust in view of the public 
good, or whether the legislature was governed by sufficient reason in thus 
repealing the charter of one company and in chartering another at the same 
time to perform as part of its functions the duties required of the first, is not, 
as we have seen, a judicial question in this case. It may well be supposed, if 
answer were required to the complainant’s bill, that it was made to appear that 
the Marginal Company had shown in its incapacity to fulfill the objects for 
which it was created, and that another corporation, embracing larger area, 
connecting with more freight depots and wharves, and with more capital, could 
better serve the public in the matter for which both franchises were given. 

“That in creating the later corporation, whose object was to fulfill a public 
use, it could authorize it to take such property of other corporations as might 
be necessary to that use, as well as that of individuals, can hardly admit of 
question. Section 4 of the act gives this power to the Union Company with 
reference to the tracks of all street railroads in the city, and provides that, in 
the Marginal Company had shown its incapacity to fulfill the objects for 
sation, that shall ve determined in accordance with the provisions of general 
laws previously enacted on that subject. To this there can be no valid legal 
objection. The property of corporations, even including their franchises, when 
that is necessary, may be taken for public use under the power of eminent domain, 
on making due compensation. Bridge Co. v. Dig (6 How. 507) : Bridge Corp. v. 
Lowell (4 Gray 482); Water-Power Co. v. R. R. Co. (23 Pick 360); Richmond 
R. R. Co. v. Louisa R. R. Co. (13 How. 83).” 

It is to be noted that in the Greenwood case the corporation last created was 
given the power to “take such property of other corporations as might be neces- 
sary to that (public) use, as well as that of individuals * * *.” Thus, the Su- 
preme Court has sanctioned the taking of all or part of the property of a utility 
corporation. Such property included “rolling stock, horses, harness, stables, 
debts due it and funds on hand.” 

In volume 173, American Law Reports, Annotated, 1362, there appears an 
annotation entitled “Condemnation of Public Utility Property for Public Utility 
Purposes.” Part 2 of the annotation is entitled “Taking By Public Body” and 
section 7 of this part is entitled “Taking Part Only.” Under section 7 appears 
the following comment and citations of authorities : 


“$7. Taking part only 


“Since the purpose of taking the plant or other property of a public service 
corporation for operation by the public is the rendering of services to the people 
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of a particular municipality or district, a taking of only so much property as is 
required for that purpose is commonly upheld. 

“In Puget Sound Power € L. Co. v. Public Utility Dist. (1941; CCA 9th Wash.) 
123 F. 2d 286 (cert. den. (1942) 315 U. S. 814, 86 L. edition 1212, 62 S, Ct. 798), 
a proceeding by a Washington public utility district, having boundaries coex- 
tensive with its county, to condemn the entire electric distribution system of a 
power company in that county together with a small hydoelectric plant therein 
having capacity to serve only about 10 percent of the company’s patrons in the 
county, and to condemn also two transmission lines extending to substations in 
an adjoining county, wherein it appeared that the facilities sought were but a 
small part of the company’s entire integrated system for generating, transmitting, 
and distributing electricity, running into 19 counties of the State, the company 
introduced evidence to the effect that when used as part of the larger system the 
properties in question taken could be more economically operated and could 
render better service, and hence argued that the taking was not a public neces- 
sity nor for a public use. The contention to the contrary was that the district 
by resolution had declared it advisable to condemn the property and specifically 
had declared that the ‘public interest, welfare, convenience, and necessity’ re- 
quired the taking, ‘in order to conserve the water and power resources of the 
State of Washington, and in order that said works, plants, and facilities may be 
owned, operated, and controled’ by the disrict ‘in the public interest and for the 
public benefit.’ The court (having before it a Washington statute declaring 
that whenever an attempt is made to take private property for a use alleged 
to be public under the authority of such statute the question whether the con- 
templated use is really public shall be a judicial question and be determined by 
the court before inquiry should be had into the question of compensation) ruled 
that the determination of the trial court that the taking was a public necessity 
(such finding being based principally upon the resolution of the district) as well 
as the further determination that the taking was for a public use (apparently 
because the operation was to be by the public, for the public benefit exclusively) 
should be upheld. 

“The court referred to certain Washington statutes which, as construed by the 
Washington court, were to the effect that in such a case the question of the 
necessity for the taking is for the determination of the district commissioners 
and that the court is not concerned therewith, absent a showing of fraud or that 
the commissioners acted arbitrarily or capriciously. While in that case it was 
shown that there was ample room on the highways for the district to construct 
another system, which according to some of the testimony could be built in 
about a year and a half at a cost not greater than the cost of acquiring the prop- 
erties of the company, the court was of the opinion that since there was room 
for a reasonable conclusion that there was a necessity for taking the existing 
properties in order to avoid the company’s competition, the decision of the com- 
missioners could not be regarded as arbitrary. 

“In State ex rel. Wisconsin Traction, Light, Heat & P. Co. v. Circuit Ct. ( (1915) 
162 Wis. 234, 155 NW 139), where the power company owned a generating plant 
in one city with which it served that city and also two other municipalities, it 
was held that under the statutes in question one of the latter municipalities 
could take by condemnation simply the property of the company within the 
municipal limits of the condemner, and this notwithstanding the objection of 
the company that the municipality could not ‘dismember’ the properties and take 
merely such portion. In that case the condemner had provided a generating 
Plant of its own. 

“In State ex rel. Peabody v. Superior Ct. ((1914) 77 Wash. 593, 138 P. 277), 
where the statute in terms authorized the city, upon approval by the voters, to 
construct and operate a municipally owned system of street railways and to 
‘condemn and purchase, purchase, acquire, add to, maintain, operate, or lease 
eable, electric, and other railways within the limits of such city * * *, with full 
authority to regulate and control the use and operation thereof,’ it was held 
notwithstanding there was no specific mention of railways in active operation 
nor of franchises of railways, and the language was somewhat general, it was 
sufficient to authorize the condemnation of railways and equipment within the 
city limits, even though the same was part of a system lying partly within and 
partly without the city.” 

CONCLUSION 


In United States v. Jones (109 U. 8. 513; 27 Law edition 1015) the court said: 
“The power to take private property for public uses, generally termed the right 
of eminent domain, belongs to every independent government. It is an incident 
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of sovereignty and, said in Boom Co. v. Patterson, requires no constitutional 
recognition. (89 U. S., 406.) The provision found in the fifth amendment to 
the Federal Constitution, and in the constitutions of the several States, for just 
compensation for the property taken, is merely a limitation upon the use of the 
power. It is no part of the power itself, but a condition upon which the power 
may be exercised.” 

The right of the United States, and of the authority created by the bill, is not 
limited insofar as the Constitution is concerned to the taking of real property. 
What may be taken is “property.” 

In the light of the authorities quoted in this memorandum it appears that there 
is no doubt that the Congress in the exercise of its constilutional powers, may 
authorize the Washington Metropolitan Transit Authority to condemn not only 
real property but also personal property. It is also lawful to condemn not only 
the entire assets of a public utility but any part thereof which may be needed 
for the public purpose. The only requirement of the Constitution is that whatever 
is taken be for a public purpose and that just compensation therefor be paid. 

(Prepared by the Office of the Corporation Counsel, District of Columbia.) 

General Lane. This completes my statement, Mr. Chairman. I 
wish to thank you for the opportunity to make it, and to assure you 
that I and the other members in the Commission and the Public Util- 
ities Commission are at your service in any work we may do to aid 
you in the consideration of this bill. 

Mr. Harris. Thank you very much, General Lane. 

Are there any questions ? 

Mr. Rogers. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hate. No questions. 

Mr. Harris. Thank you very much, General. We appreciate hav- 
ing your additional statement. 

J might suggest that in the consideration of this matter further, 
Mr. West and other members of the Counsel’s office will be av ailable, 
1 suppose. 

General Lane. They will, Mr. Chairman. 

Mr. Harris. Has Mr. Davis come in? 

The Chair is in receipt of a wire from Mr. D. C. Colladay, of Colla- 
day and Colladay, in which it is requested that the record be kept open 
until Wednesday of next: week, February 29. The Chair feels it is a 
reasonable request. There are 1 or 2 other witnesses that hereto- 
fore had expressed a desire to make a statement. The Chair feels that 
they should be given this opportunity, and particularly in view of the 
fact that the record will be kept open another few days. 

We are going to recess this committee on this subject unti] March 1. 
At that time representatives of the General Electric Co., of the Interior 
Department, Mr. Davis, who could not be here this afternoon for obvi- 
ous reasons, and Mr. Colladay, if he has any further statements, will be 
given opportunities to be here, and that is all that will be heard. 

The hearings will then close on that day. 

The committee is now recessed until March 1. 

(Whereupon, at 3:30 p. m., the hearing was recessed, to reconvene 
at 10 a.m. March 1, 1956.) 
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Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION, OF THE 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to adjournment, in 
room 1334 New House Office Building, ent Oren Harris (chairman 
of the subcommittee) presiding. 

Mr. Harris. The committee will come to order. 

At the meeting last week, a representative of the Interstate Com- 
merce Commission was before the committee and suggested at that 
time that for the information of the committee, the committee have 
a report for the record, and the consideration of the committee. 

The Chair has received a report from the Commission and it will be 
included in the record at the proper place. 

(The report referred to appears on p. 151.) 


STATEMENTS OF R. B. JOHNSTON, APPARATUS SALES DIVISION, 
GENERAL ELECTRIC CO., PHILADELPHIA, PA., AND FRANK M. 
TURNER, LOCOMOTIVE AND CAR EQUIPMENT DEPARTMENT, 
GENERAL ELECTRIC CO., ERIE, PA. 


Mr. Harris. The first witness this morning will be Mr. R. B. John- 
ston, apparatus sales division, General Electric Co., Philadelphia, Pa. 

Mr. OHNSTON. Mr. Chairman, I have with me my associate, Mr. 
Frank M. Turner, of our locomotive and car equipment department, 
Erie, Pa., and I wish that he could accompany me here to the stand, 
sir. 

Mr. Harris. Yes; we will be glad to have him here. 

Mr. Johnston, I have had a report from the chairman of the House 
Committee on the District of Columbia, advising me that a repre- 
sentative of the General Electric Co.—I understood from Baltimore— 
had discussed with him the desirability of a representative of the com- 
pany presenting testimony and giving information to this committee. 

Now, you say you are from Philadelphia? 

Mr. Jounston. That is correct. 

Mr. Harris. Are you the same party ? 

Mr. Jounston. I am the same individual; yes, sir. 

Mr. Harris. And you do not have anyone else from Baltimore? 

Mr. Jounston. No, sir. 

Mr. Harris. I wanted the record to be very clear on that because I 
have assured Mr. McMillan that you would be given an opportunity 
to be heard. 

417 
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We are glad to have you down here today on this important prob- 
lem. We will be very glad to have your testimony. 

Mr. Jounston. Thank you, sir. 

Mr. Harris. You may proceed. 

Mr. Jounston. On December 14, 1955, the General Electric Co. 
appeared before the Public Utilities Commission of the District of 
Columbia, and presented a report on the relative economics of street- 
car and bus operation in Metropolitan Washington. Copies of this 
report and its appendixes were mailed to Mr. Andrew Stevenson, 
member of the Interstate and Foreign Commerce Committee staff 
on February 24, 1956. Since our subsequent testimony will be based 
largely upon this and its appendixes we ask that they be included 
here in the record of these proceedings. 

Mr. Chairman, I wish to ask a question at that point. I have a 
copy of that report here before me. Can it be included in the present 
proceedings by reference or do you prefer that it be read ? 

Mr. Harris. How voluminous is the report, Mr. Johnston ? 

Mr. Jounson. It consists of about two and two-thirds pages of type- 
written material with a tabulation on the back as an integral part. 

Mr. Harris. Yes, it would be appropriate and it may be included 
in the record at this point. In fact, I have the letter to Dr. Steven- 
son, our staff member here, from you under date of February 24, 
together with a letter to Hon. George E. C. Hayes, chairman, District 
of Columbia Public Utilities Commission. I assume that is signed 
by you. 

Mr. Jounston. Yes, sir. 

Mr. Harris. Together with data and some appendixes. You would 
like to have these included in the record ? 

Mr. Jounston. Yes, sir; I would. 

Mr. Harris. Without objection they will be included. 

(The matter referred to is as follows :) 

GENERAL ELeEcTRIc Co., 


APPARATUS SALES DIVISION, 
Philadelphia 2, Pa., February 24, 1956. 


Subject: Proposed legislation establishing Washington, D. C., Transit Authority. 


Mr. ANDREW STEVENSON, 
Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D. C. 

DEAR MR. STEVENSON: The Interstate and Foreign Commerce Committee of 
the House of Representatives is now considering legislation designed to estab- 
lish a transit authority for Metropolitan Washington, D. C. As now conceived 
the transit authority will replace the existing Capital Transit Co., and will 
provide surface mass transportation exclusively with motor bus service. To 
make an enlightened decision as to the most desirable and economical mass 
transit vehicles to use on the Washington transit system, whether under public 
operation or private, your committee must have available all economic data 
applicable to the problem. 

In view of the multitude of misinformation published and Voiced concerning 
the relative costs of operating buses or streetcars in Metropolitan Washington, 
the General Electric Co., made an engineering economic study of these cost 
factors. A report of the findings of this study was presented before the Public 
Utility Commission of the District of Columbia on December 14, 1955. On 
December 16, 1955, the General Electric Co. submitted appendixes to the Decem- 
ber 14 report showing the derivation of cost data for both bus and streetcar 
operations, as applied in Washington, D. C. Copies of the December 14 report 
to the PUC and its appendixes are enclosed. 

The calendar year of 1954 was used throughout the study as the basic year 
for all data. This period was selected because it represents the last full 
calendar year of operation, and because this period of time could show no 
prejudicial effect on the operational accounts of the Capital Transit Co. 
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You will observe from the tabulated data sheet, attached to the report for 
the District PUC, the total operating and capital recovery costs for the present 
combined streetcar-motorbus system of Capital Transit Co. is $25,500,000. The 
total invested capital in this system (1954) is $23 million. The total operating 
and capital recovery costs for the proposed all new motorbus system, giving 
the same service and therefore carrying the same passengers, is $26,088,000. 
The substitute all-new motorbus system requires a total capital investment of 
$36,400,000 (based upon a required fixed-plant investment of $10,500 per bus). 
Thus it is evident that, without considering return on invested capital, whether 
publicly or privately operated, the present combined streetecar-motorbus system 
will have essentially the same or slightly lower total costs than a proposed 
new all motorbus system providing the same service. 

The National Capital Planning Commission, acting under legislation from the 
Congress, is currently surveying the overall transportation problems facing 
Metropolitan Washington. The results of this study, together with their con- 
sidered recommendations, will be available in approximately 2 years. It seems 
shortsighted and ill advised to abandon the existing combined street-car-motor- 
bus system, in favor of a substitute system requiring approximately 58 percent 
additional invested capital to yield the same service, without first determining 
the overall transportation requirements of the area. 

I appreciate the opportunity of presenting this data. I will be pleased to 
confer with you and members of the Interstate and Foreign Commerce Com- 
mittee at your convenience to discuss this data, or any other data you have on 
this subject. May I be of service? 

Very truly yours, 
R. B. JOHNSTON, 
Transportation Sales. 


GENERAL Execrric Co., 
APPARATUS SALES Division, 
Washington 5, D. C. 
Hon. Groree BD. C. HAyes, 
Chairman, District of Columbia PUC, 
Commission Building, Washington, D. C. 


Dear Sir: Substitution of an all-bus transit system in Metropolitan Washing- 
ton will not result in lower total operating costs to the system operator. Neither 
will such a substitution in itself yield better service to the users of the transit 
system. Analysis of the relative economics involved reveals that the abandon- 
ment of the streetcar-bus system, in favor of an all-bus system would be an eco- 
nomic waste. 

Because of the additional investment in rails and power distribution facilities, 
a basic streetcar system has higher initial fixed investment costs than a motorbus 
system. However, additional service can be provided with a streetcar system at 
lower total cost increments (investment plus operating costs) than with a bus 
system. Therefore, with labor rates and material costs prevailing in any com- 
munity, there is a determinable service level at which transit can be provided 
equally economically with either motorbuses or streetcars; below this level, serv- 
ice can be provided more economically by motorbuses; or above this level, service 
can be provided more economically by a streetcar system. 

Total operating costs of any transit vehicle, such as a PCC car or a motorbus, 
consist of two principal types of components ; variable and fixed. 

Variable operating costs are those which change with the amount of service 
rendered, such as power or fuel consumption, operators’ wages, maintenance of 
vehicles and equipment, etc. Many of these costs also vary relatively with se- 
verity of service rendered. For example, maintenance of equipment would be 
more expensive on vehicles making a greater number of stops per mile of route 
operated, handling heavier average passenger loads per trip, and traveling at 
slower average speeds. These conditions, and the resultant costs of operation, 
are further aggravated by relative density of other vehicular traffic sharing the 
streets. 

Fixed operating costs are those which are relatively inflexible with respect to 
the amount of service rendered, ‘such as superintendence, service facilities, and 
administrative and general. Many of these costs are more or less arbitrarily 
assigned to the streetcar and motorbus service. 

Thus, it is economically unsound to use present fleet average costs of motor- 
buses or streetcars in comparing what economic results might obtain from appli- 
cation of either vehicle to a specific service, without first adjusting the total costs- 
investment plus operating to an equitable level for the same service conditions. 
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Three obvious solutions exist to the problem of providing surface transit in 
Metropolitan Washington. These solutions are: 

(1) Continuation of the present combined streetcar-motorbus system as is by 
the present operating company or by a new company; (2) Substitution of new 
51-passenger diesel buses in place of the present streetcars and continuing the 
present bus portion of the system ; (3) Substitution of an all new motorbus system 
for the present combined system. 

In comparing the relative economics of these alternates, it was assumed that 
the amount of service rendered at the end of 1954 would be maintained; 1954 
average investment and operating costs of the alternate systems being compared 
were adjusted to a comparable basis consistent with the services to be provided. 
A summary of this economic comparison is shown on the tabulation attached to 
this letter. 

The estimated capital investment (rate base) for the present transit system as 
of the end of 1954 has been stated by Capital Transit Co. to be approximately 
$23 million, divided about equally between the existing streetcar system and the 
existing motorbus system. Therefore, in determining the cost of capital recovery 
(depreciation plus interest) for purposes of this economic comparison, the value 
of $11,500,000 has been assigned to the existing streetcar system, and $11,500,000 
to the existing motorbus system. 

Operating costs in column No. 1 of the attached tabulation are Capital Transit’s 
1954 costs. In column No. 2, these costs are adjusted to a uniform allocation of 
fixed costs on a universal vehicle-mile basis, such as would prevail on an all-bus 
system. Further, to provide an equitable basis of comparison, depreciation was 
deducted from the operating cost (cents per vehicle-mile) category and combined 
with interest on total investment at 4 percent as a “cost of capital recovery.” 

The capital investment required for substitution of 51-passenger diesel buses 
on the present streetcar system was derived by the purchase price of $22,000 each 
for 447 buses (the number calculated to provide service equivalent to that of the 
1954 streetcar schedules), plus maintenance and plant facilities for the new buses 
at $10,500 per bus. The capital investment on this basis, including the $11,500,000 
for the present bus system, is $26,027,500. This alternate envisions the abandon- 
ment of an $11,500,000 investment in existing streetcar facilities. Historically, 
such an abandonment would represent an immediate loss to or absorption by the 
stockholders of the operating company of approximately 50 percent of this 
amount. The other half of this loss would be amortised over the depreciable life 
of the substitute facilities. Therefore, the total capital investment for this alter- 
nate should include $5,700,000 (one-half of the $11,500,000 of abandoned streetcar 
facilities). On this basis, total capital investment of this alternate is $31,777,500. 

If this alternate were adopted, this new capitalization of $31,777,500 is the rate 
base on which fares paid by the users of the system would be established, instead 
of the $23 million rate base of the present system. 

Mileage of the substitute bus service was increased proportionately so as to 
provide total service equivalent to that rendered by the streetcars, because the 
51-passenger bus is assigned a lower “carrying value (CV)” than the streetcar to 
handle rush-hour loads. Also, Capital Transit’s 1954 operating costs of 51-pas- 
senger diesel buses were adjusted upward in accordance with industry experience 
to a “lifetime average” basis rather than a “first-year experience” basis, and 
consistent with the heavier service required on the present streetcar routes. 

In considering an entirely new all-bus system, the required capital investment 
in rolling stock and facilities was derived as follows: 


600 51-passenger diesel buses at $22,000 each_____-_---_--__--_____ $13, 200, 000 
500 45-passenger diesel buses at $19,000 each____---___-___--_____ 9, 500, 000 
100 31-passenger gasoline buses at $11,000 each__---.-____--___-___ 1, 100, 000 
Plant and facilities at $10,500 per bus__._.----.-----..-_---_-___- 12, 600, 000 

Total? invewinnda (fake Wile }acw sou. cab eee edn 36, 400, 000 


If this alternate were adopted, this new capitalization of $36,400,000 is the rate 
base on which fares paid by the users of the system would be established, instead 
of the $23 million rate base of the present system. 

Operating costs of the entirely new fleet were assumed to be the same as the 
all-bus fleet of alternate No. 2 (tabulation column 3), inasmuch as equivalent 
service is envisioned by approximately the same manner and type of vehicles. 

The economic comparison of the three alternate services is indicated by the 
respective returns on investment calculated for each on an equivalent basis. The 
rates of return on investment for each alternate are shown in the accompanying 
summary tabulation to be: 4.29 percent for the present combined streetcar-bus 
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system ; 2.63 percent for the fleet substituting new 51-passenger diesel buses for 
the streetcars but retaining the present bus fleet ; and 1.09 percent for the all-new 
bus fleet. 

It should be pointed out that none of the alternate systems compared recognizes 
in any way the cost of removing rails and repaving streets in event of streetcar 
abandonment. It is very difficult to evaluate this tremendous economic loss 
without a further detailed study, as up-to-date factual information on the costs 
of removing conduit-type rail and subsequent repaving is not readily available 
elsewhere in the industry. Whatever its value, this loss represents a real cost 
of abandonment of rail service, whether borne by the present operator, a new 
company, or the community as a whole—and it is not recoverable. 

Based on the attached economic comparison, the retention of the present com- 
bined streetcar and bus system is the most economic means of providing the 
present level of transit service in Metropolitan Washington. 

Respectfully submitted. 

GENERAL ELEcTRIC Co. 
R. M. TURNER, 
R. B. JOHNSTON, 
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Total estimated mileage: 
Streetcars .....-.. 
Motorbuses substituted on streetcar lines_ 
Motorbuses -. slits seal Sebold 


12, 255, 000 andl 


"12, 543, 000 
21, 455, 000 


uiticlect sl a eee 
21,455,000 | 21,455,000 | 21, 455, 000, 


33, 710, 000, 


l 26, 598, 000, 
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Total system revenue 
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Present motorbuses - 

All-new bus system 
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Total system operating costs..._....-..-- ®, 690, 000 | 22, 640 000 
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731, 000 


Estimated capital investment (rate base): 
Streetcar system __- 
5l-passenger buses 

system) . 


vs Cinnatal 11, 500, 000 11, 500, 000 | 
(replacing streetcar 


Present motorbus system 


Bp OE OO Netnncnmnn 7 


All-new bus system 


Total capital investment (rate base) 


Estimated capita] recovery cost (depreciation | 


plus interest) : 
Streetcar system, 26-year life, 
interest 
Motorbus system, 14-year life, 


4 percent | 


4 percent | 


2B, , 000, 000 


is 5 ed detibdndrtedondessetccensumed ices acashiaicatots 


Total capital recovery cost (included in | 


operating cost) 


Total e estimated operating and capital recovery 


Net operating income 
Less nonoperating adjustment. 


Net income (before income taxes) ...-..... 


Return on rate base (percent) 


23, 000, 000 


1, 090, 000 3, 010, 000 | 
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862, 000. 
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31-passenger 
45-passenger buses 


Total buses 


505, 000 
107. 000 


398, 000 


1.09 


600 
100 
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APPENDIX A 
EXPLANATION OF ADJUSTED STREETCAR OPERATING COSTS 


Total operating costs are composed of two principal types: variable and 
fixed. 

Variable operating costs are those which change with the amount of service 
rendered, such as power, trainmen’s wages, maintenance of cars and equipment, 
etc. Many of these costs also vary relatively with severity of service rendered. 
For example, maintenance of equipment would be more expensive on cars mak- 
ing a greater number of stops and starts per mile of operation, handling heavier 
average passenger loads per trip, and traveling at slower speeds due to these 
reasons as well as to more congested traffic. Such factors must be evaluated 
in estimating total operating costs of a selected type of vehicle applied to a 
specific route. The estimated cost of operating PCC cars over the Mount Pleas- 
ant line, as compared to the estimated fleet average cost of PCC cars, is included 
to show the effect of such relative variables. The Mount Pleasant line is one of 
the system’s most heavily loaded, having a schedule speed of only 7.56 miles per 
hour compared to a car-fleet average schedule speed of 8.29 miles per hour. 

Fixed costs are those which are relatively inflexible with respect to the amount 
of service rendered, such as superintendence, service facilities, administra- 
tive and general, depreciation, etc. Many of these costs are more or less arbi- 
trarily assigned to the streetcar and motorbus service divisions. 

It was observed that Capital Transit Co. arbitrarily assigns certain of these 
fixed expenses in a manner which probably would not be continued if its opera- 
tion consisted of an all-bus system. For purposes of this comparison, fixed costs 
of this nature have been reallocated on a straight vehicle-mile basis, as would 
probably be the procedure with an all-bus operation. The resultant total ap- 
pearing on the next page under the heading “Estimated fleet costs’ was obtained 
by such adjustments in the following accounts: Transportation superintendence 
and total administrative and general. 

In deriving operating costs of cars running in heavier, more severe service of 
the Mount Pleasant carline, the following additional adjustments were made, 
based on empirical factors related to relative schedule speeds: 

(a) Repairs to car bodies, trucks, air-brake equipment, car motors, and 
miscelloneous power apparatus were increased approximately 6 percent 
over fleet average. 

(b) Power consumption increased approximately 9 percent. 

(c) Trainmen’s wages increased in inverse ratio of schedule speeds. 
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Adjusted streetcar operating costs 


{Cents per car-mile] 


Estimated 
Fstimated | costs, Mount 
fleet costs | Pleasant 
route 


Maintenance of way and structures: Total maintenance of way and struc- 
tures. -- Bee Sea Been y 


Maintenance of equipment: 
Superintendence 
Passenger cars: 
Painting and varnishing 
Repairs to car bodies 
Repairs to trucks . 
Repairs to airbrake equipment 
Service equipment- ‘asec 
Electrical equipment of cars 
Car motors-.-..--.-.-.- 
Miscellaneous power apparatus 
Plows, shop equipment and expense, and vehicles 


Total, maintenance of equipment 
Power: Total power 


Transportation: 
Superintendence - 
Trainmen’s wages. ---..-.- hicta sie inci iodiertiiieaaiilh 
Service, station and car-house employees, and expense, etc 


Total, transportation 


Traffic: Advertising . oe es 
Administration and general: Total administration and general 


Total operating costs - - 

Depreciation (not including interest on investment) 

GER ch edhe en bdo obese tsa edad sedshsewsved. 
Total operating costs, including depreciation and taxes 


APPENDIX B 
Derivation of adjusted present bus fleet operating cost 


Total operating cost, including “Other taxes and depreciation” 

of entire transit fleet $25, 731, 000 
Adjusted streetcar operation costs including “Other taxes and de- 

preciation,” 12,255,000 streetcar miles X $0.8611 per mile 10, 550, 000 


Adjusted operating cost present. buses, including “Other taxes and 
depreciation” 15, 181, 000 
Adjusted operating cost present buses in cents per mile, including 
“Other taxes and depreciation” : $15,181,000--21,455,000 miles___ * 70. 75 


1Cents per mile. 











424 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


APPENDIX C 


EXPLANATION OF OPERATING COSTS 
51-PASSENGER DIESEL BUS FLEET 


Total operating costs are composed of two principal types: Variable and fixed. 

Variable operating costs are those which change with the amount of service 
rendered, such as fuel consumption, operator’s wages, maintenance of bus bodies 
and chassis, etc. Fixed costs are those which are relatively inflexible with 
respect to the amount of service rendered, such as superintendence, service 
facilities, administraative, and general, depreciation, etc. These factors 
must all be evaluated in estimating operating costs of any selected type of vehicle 
applied to a specific route. 

The calculated operating costs of 51-passenger diesel buses over the Mount 
Pleasant carline are included to show the effect of heavier service on operating 
costs. The Mount Pleasant carline has an average schedule speed of 7.56 miles 
per hour, as compared to an average schedule speed of 8.29 miles per hour for 
the entire streetcar system. Since these speeds are considerably less than the 
design characteristics of either the streetcars or buses considered, it can be 
said that the schedule speed is a characteristic of the route and a measure of 
the service rendered; that is passenger service density, number of stops per 
mile, traffic conditions, etc. Therefore, the replacement bus fleet would op- 
erate at essentially the same schedule speeds as the present streetcar system. 

CTO says that present maintenance cost of 51 passenger diesel bus bodies and 
chassis is 5.73 cents per mile. Based on experience with other new bus fleets it 
is estimated that average cost of maintenance bus bodies and chassis over vehicle 
lifetime of 10 years will be 11.5 percent more than costs over first (newest) 2-year 
period—5.73 times 1.115 equals 6.389 cents per mile over vehicle lifetime in 
average service as present bus fleet. 

Experience indicates that this cost will increase if vehicles are used in heavier 
service. As a measure of service, CTC bus fleets average 9.84 miles per hour 
schedule speed. CTC streetcar fleet (operating in heavier service) averages 
8.29 miles per hour schedule speed. Based on New York City Transit Authority 
experience, large diesel buses averaging 8.29 miles per hour schedule speed would 
cost 12.3 percent more for maintenance of bus bodies and chassis than for the 
same buses in service averaging 9.84 miles per hour schedule speed. 

Calculated as follows: 

Lifetime average cost maintenance but bodies and chassis of CTC 51-passenger 
diesel buses in present bus service equals 5.73 times 1.115 equals 6.39 cents per 
mile for 21,455,000 miles. 

Lifetime average cost maintenance bus bodies and chassis of CTC 51-passenger 
diesel buses in present streetcar service equals 5.73 times 1.115 times 1.123 equals 
7.17 cents per mile for 12,545,000 miles. 

Jost of tires and tubes will increase with severity of service. The cost to CTC 
of tires and tubes for 51-passenger diesel buses for 12 months’ period ending 
December 1954 was 1.23 cents per mile. Since this study is based on 1954 costs, 
we use the base figure 1.25 cents per mile. However, it should be noted that the 
current base cost is considerably higher for this size vehicle—namely 1.642 cents 
per mile. 

Assuming the increase in cost of tires and tubes due to severity of service 
(slower schedule speed) in about the same relationship as maintenance of bus 
bodies and chassis: 1.23 times 1.123 equals 1.38 cents per mile (for substitution 
on present car service). 
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Estimated operating costs, 51-passenger diesel buses 





Bus replace- Bus on 


ment present | Mount Pleas- 
| carsystem, | ant line, 
8.29 miles | 7.56 miles 
per hour per hour 


| 
| 
—— Reena nent diehsimenenalietraeh tema a nee ara ce eeneeeasoeseresicl eens 


Maintenance of plant and equipment: | Cents per mile| Cents per mile 
Superintendence | 0. 48 0. 48 
Department rents - - | -O1 01 
ee | .49 .49 
ST a a ic gia andes aie 7.17 7. 60 
Tires and tubes_- 1. 38 | 1. 46 
Shop and garage equipment .10 .10 
Service-car equipment .10 
Miscellaneous shop expense | . 55 


Total maintenance of plant and equipment 


Operating garage expense: 
I tN ee i diidlodecedcee 
Lube for revenue vehicles 
Garage employees 
SSO GOTIIIOS GIG CEOIGUR 565 wn dice tiwbsicditindciesindscnnneds<ab5 | 


Pete OPATRLIS SITORS CRONND GS. 65. oon oie ede cnncedetsscuckocceccsceds 


Conducting transportation: 
Superintendence aint 
EER DA Sisscdigu. 54. tahevcae os of apanaoaotibanaeGengn bo Sadie eal wad 
Se RONG oi osk Loh ee i dda diwtlericbaneeokidnbundawstsaauba | 
Road expenses eZ f ‘ 
Ce ONION: CUO ii nis Zacks he nddbaud nds} sé dckidendbendaiein | 


Total conducting transportation 


Traffic promotion: 
Superintendence and solicitation 
Advertising ; 
Traffic rents 





Total traffic promotion 
Administrative and general 


Estimated operating costs - - 
Depreciation (not including interest on investment | 
hts an Bbes citbdhendtndddedcn acceded Mabie lcbetecgumioospectanes 





Total estimated operating cost, including depreciation and other taxes_. 


APPENDIx D 


DERIVATION OF ADJUSTED SYSTEM MILEAGE 


For the purpose of establishing an estimated system mileage, adjusted for 
using 51-passenger diesel buses on all streetcar lines, a detailed study of the 
Mount Pleasant carline was made. The adjusted bus mileage is based on 
providing equivalent carrying value (CV), using “rush-hour CV” of respective 
vehicles during rush-hour weekday service, and using vehicle for vehicle substi- 
tution at all other times. The “rush-hour CV” of PUC streetcars in ‘CTC service 
is given as 76 passengers; the “rush-hour CV” of 51-passenger diesel buses is 71 
passengers. 

Summary of load check sheets for typical weekday (April 19, 1955) indicates 
the following : 

Observed streetcar trips, 1,261. 

Equivalent 51-passenger bus trips, 1,297. 





Streetcar | Equivalent 
| 


Weekday scheduled route miles 


Total weekday scheduled route miles 5 28, 565 | 
Saturday scheduled route miles 3, 620 
Sunday scheduled route miles 2, 404 | 


ee 
Total week scheduled route miles 34, 589 
! ! 
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Yearly mileage of Mt. Pleasant carline : 
Streetcars, 52 by 34,589, 1,789,628 miles. 
Equivalent bus, 52 by 35,404, 1,841,008 miles. 

Streetear system mileage, 1954, 12,255,000 miles. 

Assuming Mt. Pleasant carline is typical of streetcar system, then the equiv- 
alent mileage of replacing buslines would be 1,841,000 divided by 1,790,000 times 
12,255,000 equals 12,543,000 miles. 

For purposes of this study, the total system mileage for an all-bus system 
is the sum of the present bus-system mileage and the equivalent bus mileage of 
the present streecar system. 





Present bus-system mileage______.____----_---___--- We Peers _ 21, 455, 000 
Equivalent bus mileage of streetcars____.__....._..__________.-.. 12, 548, 000 
Total bus-system mileage____- sewgusowsscs ee 33, 998, 000 


Mr. Jounson. Then we may proceed ? 

Mr. Harris. Yes, you may proceed. 

Mr. Jounstron. As indicated in our report, there are certain oper- 
ating costs which vary, even for the same vehicle, relative to the 
severity of usage to which it is subjected. There are several measures 
of the relative severity of usage. One of these is the number of pas- 
sengers handled in a given period of time. Another is the number of 
stops per mile of route traveled. Another is the scheduled speed 
attained over the route served, All of these are directly related to one 
another. 

Because of the variations in costs effected by usage, it is fallacious 
to use fleet average costs to compare the relative economics of apply- 
ing various types of transit vehicles to a specific route, or group of 
routes. In our report to the District Public Utilities Commission 
we attempted to adjust these variable cost factors to a common basis 
specifically appropriate to the routes studied. 

In our analysis of the existing cost accounts of the Capital Transit 
Co., we observed tliat a larger proportion of certain fixed costs have 
been historically assigned to the streetcar operations than to the bus 
operations. The total of these fixed costs remain relatively inflexible, 
and must continue to be borne by any substitute service. In our re- 
port to the Public Utilities Commossion, we reallocated total fixed 
charges on a universal vehicle-mile basis. 

We believe that the comparable costs derived on this basis for 
streetcars or motorbuses, applied to the group of Capital Transit 
Co. routes presently served by streetcars, are a more realistic com- 
parison than fleet average costs used in other comparisons that have 
been made. 

On February 25, 1956, Mr. Andrew Stevenson mailed to us a copy 
of a report submitted to this committee by Mr. Edward A. Roberts. 
This report is entitled “Preliminary Analysis of Effect of 100-Percent 
Bus Operation of Capital Transit Co. on Operating Expenses and Rate 
Base.” Since the results of Mr. Roberts’ analysis appear to be at 
variance with the results of our analysis, we should ike to comment 
on these apparent differences. 

Early in Mr. Roberts’ analysis, he makes certain basic assumptions 
to lead him to his conclusions. We cannot agree with all of Mr. 
Roberts’ assumptions. 

1. Mr. Roberts has based his analysis on fleet average operating 
costs for streetcars and motorbuses during the first 4 months of 1955. 
For reasons previously outlined we do not believe such fleet average 
costs permit a realistic comparison. In our report we used fleet 
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average costs, adjusted to represent a comparable usage of the two 
types of vehicles. The figures which we so adjusted were the Capital 
Transit Co. fleet average costs for the full year 1954. 

2. Mr. Roberts’ second assumption states that 1 bus-mile replaces 
1 streetcar-mile. The District Public Utilities Commission recognizes 
a total passenger capacity, including standees, of 76 passengers for 
# streetcar such as operated by Capital Transit Co.; comparable total 
passenger capacity of a 51l-passenger motorbus recognized by the 
Public Utilities Commission is 71 passengers. Our report takes this 
difference in total passenger capacity into account in the determina- 
tion of 12,543,000 bus-miles to replace 12,255,000 streetcar-miles actu- 
ally provided in 1954. 

3. Mr. Roberts’ third assumption is that bus-miles per bus-hour are 
0.5 mile per hour more than car-miles per car-hour over the routes 
involved. From an engineering point of view, it can be demonstrated 
that Capital Transit Co.’s modern streetcars actually possess a higher 
schedule speed ability in frequent stop service than the motorbuses 
under consideration. However, all surface transit vehicles in actual 
operation over metropolitan streets are limited by the presence of 
other automotive traffic to speeds considerably less than their cap- 
abilities. In other words, operating speeds of transit vehicles are 
limited to the prevailing speed of the composite traffic on the same 
streets. In our report we have recognized these facts, and used the 
same overall speed for the substitute motorbus service that was pro- 
vided in 1954 by the streetcar service. 

6. Mr. Roberts’ sixth assumption states that bus operating expenses 
and taxes are the same per bus-mile on motorized streetcar routes as 
the average similar expenses per bus-mile on all present bus routes, 
because of the relatively more severe usage csaaieelk 

Because we cannot agree with Mr. Roberts’ basic assumptions, we 
cannot agree with his indicated results of $2,940,000 operating savings 
from the substitution of buses. Incidentally, in his reduction of this 
figure to net savings after interest and income taxes on page 7 of his 
analysis, his simple arithmetic is erroneous. We find the indicated 
increase in amount available for return on rate base to be $1,188,784, 
instead of the $1,672,950 derived by Mr. Roberts. 

If recovery of the loss from abandonment of streetcar facilities is 
allowed, these indicated savings would shrink still further, as shown 
below : 

. Savings per Mr. Roberts 


1 
2. Abandonment loss, per Mr. Roberts 
3. Amortization of abandonment loss, 6 years * 


Net savings, after amorization of abandonment loss 
. Interest on debt to purchase new equipment 


\ Net savings, before taxes 
. Income tax, 52 percent 
Net savings, after income tax 


. Added capital for conversion, per Roberts 
. Net return on added investment (percent) 


1 See Mr. Roberts’ report, p. 6, par. 3. 
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Hardly a rate of return to attract most private investors. 

We belies the results indicated in Mr. Roberts’ analysis are overly 
optimistic in favor of the substitute bus service described. 

The National Capital Planning Commission, acting under legisla- 
tion created by Congress, is currently surveying the overall present 
and future transportation requirements of metropolitan Washington. 
Indeed, other large metropolitan communities are similarly facing 
up to their transportation problems. For example, San Francisco 
and surrounding communities have just received a very comprehensive 
engineering survey made by Parsons, Brinkerhoff, Hall, & McDonald, 
of New York City, which recommends the ultimate installation of a 
$1.5 billion rapid transit system in the San Francisco metropolitan 
area. The same firm is just finishing a similar engineering survey for 
the south Jersey portion of the Philadelphia metropolitan area. Simi- 
lar studies have been authorized or are being contemplated in and 
around cities such as Los Angeles, St. Louis, Detroit, Cleveland, and 
others. 

Since the results of the National Capital Planning Commission’s 
study, together with its considered recommendations, is scheduled to 
be available before the end of 1957, it would seem advisable and 
perhaps highly desirable to retain any existing transit and supporting 
facilities which could become applicable to high capacity trunk transit 
lines, or to rapid transit services, which might be recommended by 
the National Capital Planning Commission and its professional ad- 
visers. 

That is respectfully submitted by R. B. Johnston and F. M. Turner. 

Mr. Harris. I thank you, Mr. Johnston. 

May I inquire, at the outset, what is your position with the General 
Electric Co. ? 

Mr. Jonnston. I am a sales engineer in our apparatus and sales 
division, assigned to the transportation business of the General Elec- 
tric Co. My sales assignment covers the Atlantic district in the urban 
transportation side of the business. 

Mr. Harris. You are an engineer ? 

Mr. JouHnston. Yes, sir. 

Mr. Harris. Have you had experience—what is your background ? 

Mr. Jounston. I have been with the General Electric Co. now 
approximately 12 years. 

Mr. Harris. As an engineer, during that time ? 

Mr. Jounston. The very first portion of my assignment, I had only 
completed 3 years of my engineering background, and was hired, doing 
engineering work assignments and factory assignments during that 
period of time. I then returned to college to complete my engineer- 
ing background and continued on for graduate studies, and then came 
back with the General Electric Co. in a full engineering capacity ; 

es, sir. 
* Mr. Harris. Did you appear before the Public Utilities Commis- 
sion of the District of Columbia and present the report referred to? 

Mr. Jonnston. I did, sir. 

Mr. Harris. Did you personally make a study of the transporta- 
tion situation in the District of Columbia prior to that time? 

Mr. Jounston. I did, sir. 

Mr. Harris. What time did your investigations cover ? 
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Mr. Jounston. Well, the period of time covered in our study rep- 
resents the period of 1954. 

May I make this statement, sir: That in coming to make this study 
I had been asked to appear before the Public Utilities Commission in 
the company of a group of private citizens, and when I arrived there 
they asked me to study the condition in Washington of the operation 
of streetcars or buses in the transit service here in the metropolitan 
Washington area. 

I stated at that time that I would be very happy to make such a 
study of the situation and report to them, but it was impossible to 
speak with knowledge on the subject unless a detailed economic study 
were made of the specific operations in Washington, D. C. 

This I agreed to do for the General Electric Co. at no fee, and we 
then made our report, since it was completed, in December. 

The actual period of time probably consumed in the preparation of 
that report would be, I would estimate, approximately 2 months. 

Mr. Harris. It is a fact of record that the streetcar operations in 
most of the transit systems, city systems, throughout the country are 
being replaced by bus operations. Do you agree with that? 

Mr. Jonnston. There is a trend that exists in many cities. That 
is true. 

Mr. Harris. Mr. Roberts, the consulting engineer, whom you re- 
ferred to in the statement, was before the committee a few days ago. 
He presented statistical facts. Are you familiar with that informa- 
tion ? 

Mr. Jounston. I have a copy of his report, sir. 

Mr. Harris. Would you agree with that report as to the trend ? 

Mr. Jonnston. Well, with some reservations. We have first stated 
very definitely we disagree with the content of his report, as is indi- 
cated in our report here. 

Mr. Harris. On the basis of the assumptions that he made, I under- 
stood. 

Mr. Jounston. Yes, sir; on the basis of the assumptions which he 
made, we cannot agree with the things stated. 

Mr. Harris. But on the basis of the facts he presented as to the trend 
with reference to motorbus operations replacing streetcar operations 
generally throughout the country, would you say that that was substan- 
tially correct ? 

Mr. Jonnston. Substantially. It has been the trend in many areas 
to replace streetcar operations with buses. However, before you 
can conclude what brings this about, you perhaps should refer to the 
engineers’ comments on the economics of the particular situations 
that happen to have existed or other economics or other reasons, which 
happen to exist in that particular locality. 

Now, for instance, in many of the areas that have replaced old 
line existing car operations, replaced very obsolete equipment which 
was operating on fixed track in areas that were no longer economic for 
operation; those systems were installed, many of them, probably 50 
or more years ago. 

If you were to determine the economics of their application today 
they probably, many of them, never would have been determined as 
economical streetcar operations under present-day conditions. How- 
ever, at the time that they were installed, it is likely that many of 
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them were economical applications of streetcar equipment. And, 
further, it could be pointed out that at that time there were, I do not 
believe, many motorbuses in existence. 

Mr. Harris. Well, let us apply it to the trend here. There has 
been such a trend in the Capital Transit Co. here in Washington, has 
there not ? a 

Mr. Jounsvon. Well, over the past year the Capital Transit Co. 
has replaced some its streetcar operations with buses and, as I pointed 
out, as the economics of the particular route involved became more 
desirable for the running of motorbuses, they are converted to motor- 
buses, and those were the particular economics involved. Where it 
was more desirable for the continued use of modern streetcar opera- 
tions they in turn should be continued as modern streetcar operations, 

Mr. Harris. Are you familiar with the firm of W. C. Gilman & 
Co. ¢ 

Mr. Jounstron. I have heard of that organization, sir. I do not 
know any of the individuals in the organization at all. 

Mr. Harris. Do you know the reputation of Mr. W. C. Gilman, as 
an engineer, on matters of this kind ? 

Mr. Jounsron. I believe that he is regurded as a reputable man in 
the field. 

Mr. Harris. Are you familiar with the fact that the Capital Transit 
Co. had this company make such a survey in the District of Columbia? 

Mr. Jounsron. Yes, sir; I am. 

Mr. Harris. Are you familiar with the report, that was presented 
to the president, Mr. J. A. B. Broadwater, on September 26, 1955? 

Mr. Jounston. I read some of the reports; yes, sir. I have not 
read it in the immediate past. And so I cannot say that I am familiar 
with all its contents; but I have read it. 

Mr. Harris. Are you familiar with this one passage, on page 6, VI, 
paragraph (f): “Our recommended conversion program consists of 
five phases, the timing of each and the major conversion of each phase 
being as follows:” and then outlining what they are over the period 
of time? 

Mr. Jounsron. I believe there is such in there; I believe that I 
have seen it. I also believe there is a previous recommendation to 
that in which they recommend against the conversion, but if they say 
the conversion were to take place, then I believe it would be the 
recommendation in the manner in which they would do it. 

Mr. Harris. I have not had that. called to my attention. Perhaps 
it isin here. I do not know. 

Mr. Jounston. I am calling on memory, sir, but I believe that that 
is the case. 

Mr. Harris. Well, we can, of course, look that up when we have 
opportunity and try to find out if that is a fact. if that is included in 
their report. 

Mr. Wolverton ? 

Mr. Woxverron. Mr. Chairman, I note that the statement of the 
witness related entirely to matters of disagreement between him and 
Mr. Roberts. 

Mr. Jounston. Yes, sir. 

Mr. Wotverton. Are there any instances in which you do agree 
with Mr. Roberts? 
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Mr. Jounstron. Yes, sir: I believe so. 

Mr. Wotvertron. Or do you disagree with all of the assumptions 
which Mr. Roberts has made? 

Mr. Jounston. We have called attention by number to those we 
disagreed with. And those we did not call attention to are those we 
do agree with. 

Mr. Wotverton. Do you think it would be helpful to the committee 
if we had a list of those to which you agree with him ? 

Mr. Jounston. I will be glad to do that, sir. 

I disagree with Nos. 1, 2, and 3. No. 4, I agree with. That is one 
of the assumptions on which he testified that that was based, and 
I agree with that, as a logical assumption to make in such a conversion. 

No. 5, that the salvage value of land, buildings, track, rolling stock, 
and appurtenances now used or useful in streetcar operation is zero. 
On the basis of his studies I agree with the assumptions that he has 
made there. 

Number 7, that operators’ wages are the same per bus hour and 
motor streetcars as operating wages per bus hour are all based on 
buses; yes, I agree with that. It is on a bus-hour basis and I agree 
with that. 

Mr. Wotverton. Those are matters in which you agree with him. 

Mr. Jounstron. Yes, sir. 

Mr. Wotvertron. Were those matters in which you agree with him 
taken into consideration by you in the conclusions you came to? 

Mr. Jounston. Yes, sir. 

Mr. Wotverton. Was specific reference made to them ? 

Mr. Jonnston. No, sir; we have not made specific reference to them ; 
but they are basically in any economic study that is made. Those 
assumptions which we have agreed with, I think, would be basic to 
any comparison that you would care to make, sir. 

Mr. Wotverron. Do you have knowledge of any other studies that 
have been made of the situation here in Washington that is in accord 
with the views that you have expressed ? 

Mr. Jounsron. I am familiar—— 

Mr. Wotverron. Or is it a case where all of the experts go their own 
ways? Giving different reasons for reaching different conclusions 
and different reasons for their conclusions? 

Mr. Jounsron. Well, Mr. Wolverton, I have seen Mr. Roberts’ 
study. I perused through the Gilman report. That was last fall. 
And, I have spent a good deal of time on our study. Those are the 
studies that I have had an opportunity to see. 

Mr. Wotverton. What type of transportation is your salesmanship 
directed to? x 

Mr. Jounston. The particular department that I work for in the 
General Electric Co. is the apparatus sales division. The assignment 
which I have is—the contacts which I make are with the urban por- 
tion type of customers. 

My effort on those accounts is directed to servicing of those people 
or those customers with all of the General Electric apparatus line 
which we make and they, have use and need for. 

Mr. Wotverton. Does that include streetcars or buses in their 
systems ? 

Mr. Jounston. The General Electric does not manufacture buses— 
excuse me, sir. The General Electric Co. does not manufacture street- 
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cars. The General Electric Co. does manufacture electric propulsion 
equipment which is used on streetcars. We manufacture electric pro- 
pulsion equipment which is used on trolley coaches and we do not 
manufacture, to my knowledge, any major components that are used 
on. buses. 

Mr. Wotverton. Well, your study would emphasize the preference 
of one over the other? Am I correct in that deduction? 

Mr. Jounston. No, sir. 

Mr. Wotverton. And is that because you have in mind your par- 
ticular line? 

Mr. JoHnston. No, sir; I do not believe that is correct. 

We are basing our studies on engineering data that are available 
throughout the transportation business and it includes operating data 
on buses; operating data on trolley coaches; operating data on street- 
cars; operating data on rapid-transit equipment. 

In order to make any engineering study of this sort of thing you 
have to be fully aware of the investigations on the economics of each 
of the vehicles and then, and only then, can you intelligently apply any 
specific vehicle to a given transportation route. 

Mr. Worverton. Have you made a similar study in any other 
locality similar in character to the metropolitan Washington area ? 

Mr. Jounston. I personally have not. Mr.'Turner here, on my left, 
has made many of those studies and that is his business. Mr. Turner 
accompanied me and worked with me on the preparation of this study. 
We were associated closely on it. 

Mr. Harris. Mr. O’Hara? 

Mr. O’Hara. No questions. 

Mr. Harris. Mr. Hale? 

Mr. Hare. Yes, I want to ask one question. 

On page 3, Mr. Johnston, you refer to a comprehensive engineering 
survey having been made by a New York firm— 
which recommends the ultimate installation of a $1.5 billion rapid-transit system 
in the San Francisco Metropolitan area. 


Does that mean a subway ? 

Mr. Jounston. Mr. Hale, I believe that a portion of that recommen- 
dation is to be in subways; a portion of that is recommended to be on 
surface private rights-of-way. I may be in error on this, but I think 
there are certain portions of that which is suggested to be on modern 
elevated type of structure. In other words, I believe it encompasses 
most of the ways of supporting or running a private right-of-way 
through a congested area. 

Mr. Hare. Does that mean that this engineering firm thinks such 
a transit system could be operated profitably by a private public 
utility, if I may use that term? 

Mr. Jounston. I believe that the recommendation in the San Fran- 
cisco area envisions the establishment, and I believe that the initial 
charter of this is well underway, of the establishment of a San Fran- 
cisco Bay area rapid-transit authority. I believe that is correct, Mr. 
Turner. 

Mr. Turner. That is what they have so far done. 

Mr. Hatz. And that would be a public body ? 

Mr. Turner. That is correct. 

Mr. Jounson. Yes, sir; I believe that you would call it so. 

Mr. Hate. That is all, thank you. 
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Mr. Harris. Mr. Roberts? 

Mr. Roserts. I have no questions. 

Mr. Harris. Mr. Dolliver? 

Mr. Dotutver. No questions. 

Mr. Harris. Mr. Hyde, do you have any questions? 

Mr. Hyper. No, thank you, Mr. Chairman, not at this time. 

Mr. Harris. Now, back to the point discussed a moment ago, for 
justa moment. I do not want to detain you too long, because we have 
several witnesses. 

In Mr. Roberts’ testimony, he presented the trend of conversion 
from streetcars to buses, which appears here in his statement. It 
seems to be rather substantial. Since 1926, it has gone from about 
62 percent to 36 or 37 percent in 1955, that is, from streetcars. Now, 
that is of the total operation of streetcars. The trend has been down 
to that extent. 

Now, in order that the record may reflect the fact in relation to what 
we said a moment ago, you said you understood that Mr. Gilman, prior 
to the recommendations referred to, recommended against conversion. 
Is that correct ? 

Mr. Jounson. I believe that is correct. That is my understanding 
of that report. 

Mr. Harris. Well, I think the record should state precisely what he 
said. On page V, paragraph (e) he says—and I quote from the 
report: 

(e) Based on the existing overall condition of the rail system and the quality 
of service being furnished, it is our opinion that an immediate complete conver- 
sion to motorbus of the entire streetcar operation would be an economic waste 
that would not be justified by the service results which would be secured. We 
have developed, however, a conversion program for Washington to be completed 
over the next 7 or 8 years. The approximate timing of the abandonment of 
various sections of the present rail operations has been determined so as to 
make unnecessary the major portion of the expenditures which have been esti- 
mated would be required at various times for track replacements at various 
locations if rail service is to be perpetuated. This will permit the realization 
of several years of additional service life from major portions of present rail 
property, although still not to the extent to which such potential service life has 
been used up in other cities before conversion to rubber-tired vehicles. 

And then the next paragraph is the recommendation. 

Well, we thank you very much. We are very glad to have your 
testimony. 

Mr. Jounston. On behalf of Mr. Turner, myself, and the Ganeral 
Electric Co., we appreciate this opportunity to be of service to you. 

Mr. Harris. By the way, I did want to ask you another question. 
I was interested in your statement a moment ago about rapid transit 
operation being installed in other cities. 

Mr. JounstTon. Yes, sir. 

Mr. Harris. Have you any substantial studies as to how such rapid- 
transit system can be put into operation in the District of Columbia? 

Mr. Jounston. No, sir; I have not made any detailed study on that. 
I have read reports by other people who have suggested ways of doing 
it. Ihave not made such a study. 

Mr. Harris. Do you know of any engineer with an outstanding repu- 
tation, who has made such a study ? 

Mr. Jounston. No, sir; I do not. 

Mr. Turner, do you know of any? 
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Mr. Turner. Mr. Chairman, I might comment on that, if I may. 
With reference to the San Francisco study, it was quite comprehensive 
and included financial recommendations in it. The interim recom- 
mendation is as to how the agency to operate it, agency could be estab- 
lished, as well as recommendation as to how the installation could be 
financed. 

Incidentally, this $114 billion recommendation was to be spread 
over the period of some 35 years. 

I am sure that the firm that made that study would be glad to send 
you a copy of their report which would include these details and 
recommendations. 

Mr. Harris. That is of San Francisco? 

Mr. Turner. I mean it is something that is now at its inception, 
and hence these are all planned recommendations for the formulation 
for this type of system which would be of interest perhaps for com- 
parison to this committee, as to how such a system could be negotiated 
anywhere. 

Mr. Harris. We would be interested from the standpoint of com- 
parison, but I am sure that we have an entirely different situation here 
in the District of Columbia from what they have in San Francisco. 

Mr. Turner. That is correct. 

Mr. Harris. It certainly would be a great relief if we could get 
some sort of rapid transit here, for instance, from Georgetown or 
Chevy Chase, over into the southeast and across into Virginia. That 
is one of the principal transportation problems we have here. 

Mr. Wotverton. Mr. Chairman, reference was made by the witness 
to a study that is being made by the Delaware River Joint Commission 
at the present time. That presents an entirely different situation from 
what we have contemplated here in the city of Washington. That has 
the aspect of transportation between Philadelphia and Camden, which 
is immediately across the river, out into the State of New Jersey for a 
distance of, some say 17 miles and some say 30 miles, in all directions 
in south Jersey, so that it is a bit different from what it is here in the 
city of Washington. 

Mr. Jounston. Mr. Wolverton, I recognize that each area must be 
studied as a unit and there is no one study that would cover all. 

Mr. Wotverton. You have used that as an illustration and it is onl 
in line with the comments that the chairman has just made, that 
made reference to the fact that whatever determination is made by 
them in that respect would have little if any value so far as studying 
the Washington situation is concerned. 

Mr. Jounston. That is correct, sir. Each individual situation must 
stand on its own. 

Mr. Hate. Mr. Chairman. 

Mr. Harris. Mr. Hale. 

Mr. Hate. The observations just made by the chairman and by Mr. 
Wolverton lead me to refer to the question that I asked before. As I 
understand the expression “rapid transit system” contemplates a sys- 
tem that does not make use of the ordinary streets. Is that correct? 

Mr. Turner. That is correct, sir. 

Mr. Jonnston. Rapid transit system generally contemplates opera- 
tions over private rights-of-way. 

Mr. Turner. Yes, sir. 


WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 435 


Mr. Hate. One of the troubles with the public transportation of 
Washington is that at best it is not rapid. That is one reason why 
more people do not ride on the buses and streetcars. 

Now, as the chairman suggests: if you had a rapid transit system 
from, say, Chevy Chase to points out in the southeast, I think it would 
attract a lot of riders. Whether you would get anything like a 
reasonable return on such a huge capital investment, of course, I am 
in no position to say. I do not know what consideration has been 
given to the subject here in the District of Columbia. That is the 
question I started to ask you, but I thought it was unfair to ask you, 
because you have not presumably been thinking in that field. But it 
certainly is very interesting. 

Mr. Turner. That is the kind of problem, sir, that could be con- 
sidered by the type of study that has just been finished for the San 
Francisco area. It is a rather comprehensive thing. 

Mr. Hare. That would be a very interesting study for this area, 
particularly having in mind that this city, like most large American 
cities, is growing rather rapidly. 

Mr. Turner. That is right, sir. 

Mr. Hare. You have eliminated completely any possible subway 
construction for the city of Washington. It is not feasible in this 
area here? Have you given any thought in your studies to that 
possibility ? 

Mr. Jounston. To the construction of subways? 

Mr. Hate. Yes. 

Mr. JoHnston. We have not made such a study; no, sir. 

Mr. Hate. That is all. 

Mr. Harris. Mr. Hyde, do you want to ask a question? 

Mr. Hype. Mr. Chairman, I just cannot refrain from making an 
observation, in view of the remarks that have just been made. Con- 
gress is appropriating $400,000 for a complete study of the mass trans- 
portation problem of Washington’s metropolitan area. I would 
assume that such a study would come out with an answer to a lot of 
these questions that we now have. And what might come out of these 
studies, and other things, makes me a bit nervous, if I may say so, 
as to what we might do here in this city. 

Mr. Harris. We cannot stop all mass transportation in the District 
of Columbia while we are waiting for somebody to make that report. 

Mr. Hyver. That is correct. But my observation is that that study 
should answer a lot of these questions. 

Mr. Harris. Thank you very much. 

Mr. Hinsnaw. Just a minute, Mr. Chairman, if you will excuse 
me. I see an item on this page 3 that I would like to have explained. 
That is item No. 2, “Abandonment loss, per Roberts, $12,600,000.” 
Will you please describe what that is, so that the record will show it 
more completely ? 

Mr. Jonnston. The abandonment loss is the value of the rail end 
of the transportation business of the Capital Transit Co., as estab- 
lished by Mr. Roberts, and he is suggesting in his study that under 
Capital Transit Co.’s management, that they start the operation of 
buses, and thereby abandon the existing street railway equipment, 
both the rolling stock and equipment, and traffic. This is the value 
which he has established in his report for that equipment. And he is 
suggesting that it should be abandoned. He suggests on page 6, para- 
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graph 3, that this abandonment could be covered by the people who 
put up the money, so to speak, as a tax loss or as a loss for tax purposes, 
and spread over a period of 6 years, I believe. And that is the aban- 
donment losses which we have referred to. 

Mr. Hinsuaw. Is that in connection with the proposal that the 
Capital Transit Co. should continue to operate the system ? 

Mr. Jounston. The proposal of Mr. Roberts here was on the basis 
of continuation of the existing system. Yes, sir. That is merely a 
correlation of those two things. 

Mr. Hinsuaw. That is $2.1 million a year to provide writeoff: for 
tax purposes ? 

Mr. Jounston. Yes, sir. 

Mr. Hinsuaw. Of expenses? 

Mr. Jounston. It is an amortization of a loss. In other words, it is 
a capitalization of a loss, let’s put it that way. 

Mr. Hinsuaw. There are a lot of things one could suggest about 
that account. It looks to me like a windfall, but I think a little further 
delineation of that subject would be in order, Mr. Chairman, in the 
study by our staff because that certainly would cover a multitude of 
losses from other sources. 

Mr. Harris. As I understand, this witness is not trying to justify 
these figures; he is taking the figure presented by Mr. Roberts? 

Mr. Jounston. You are correct. 

Mr. Hrnsnaw. I am not criticizing this report, but that is a very 
important item there and we ought to look into it from the accounting 
standpoint. 

Mr. Harris. I am sure that will be done. 


Thank you very much, gentlemen. 
Mr. Jounston. Thank you, Mr. Harris and gentlemen. 
Mr. Harrts. Is Mr. A. E. Savage here? 


STATEMENT OF A. E. SAVAGE, DIRECTOR, MECHANICAL 
DEPARTMENT, CAPITAL TRANSIT CO. 


Mr. Savaae. Yes, sir. 

Mr. Harris. Mr. Savage, would you come forward, please? 

I should like to announce to the committee that Mr. A. E. Savage 
is the director of the mechanical department in charge of maintenance 
of buses and streetcars of the Capital Transit Co. 

I should like to make it clear that Mr. Savage came here this morn- 
ing at my invitation and the reason for that was that we had testimony 
the other day by Mr. Roberts, the engineer, to the effect that 77 percent 
of the buses presently being operated by the Capital Transit Co. were 
what he would term now, or soon to be, obsolete due to the fact that the 
company who made those buses is no longer producing. 

Some of us are under the impression from Mr. Roberts’ testimony 
that those buses were fast being eliminated because of the difficulty of 
keeping them maintained. 

Mr. Savage and some other gentlemen who are employees of the 
Capital Transit Co., on behalf of what I suppose you might refer to in 
a situation like this of the white-collar group, came and talked to me 
about their problem in connection with whatever happened with the 
system here. 
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When during the course of our conversation, I was advised of some 
information that I thought was very pertinent to the hearing and 
should be in the record regarding maintenance of the buses and their 
operation, I specifically requested that he be here this morning in 
order that we could let the record show what the facts were regarding 
this particular situation. 

I make that explanation, Mr. Savage, so that you may feel, I hope, 
perfectly comfortable and no one will get any idea that you yourself 
made the request to inject yourself into this, but this 1s merely an 
honest attempt to get the record complete. 

Because of your very important position with the company, and I 
understand the company recognizes that you are a very efficient man 
in the job that you hold, I thought it would be important to have this 
information for the record. 

I do not know if you have a statement or not. I did not ask you 
to prepare one. 

Mr. Savaae. Yes. 

Mr. Harris. I assume this statement is prepared along the lines of 
our conversation a few days ago? 

Mr. Savace. Yes, sir; it is. 

Mr. Harris. Very well; with that explanation, you may proceed. 

Mr. Savace. Thank you, sir. 

In anticipation that it might be helpful to furnish this committee 
certain facts concerning the age and condition of our bus fleet, I 
have prepared the following brief summarization of the utilization of 
these vehicles. 

First, let me mention our more recent bus purchases. Capital 
Transit purchased 107 new coaches in 1953, 97 in 1952, and 105 in 1949, 
for a total of 309 buses. Although these by no means comprise all of 
postwar buses, their number becomes significant when I tell you that 
our all-day schedules call for the use of only slightly under 200 buses. 
The rest of our large fleet must be maintained to operate only a trip 
or two in the morning rush period and again at night. 

My point is, of course, that our all-day service is provided with 
vehicles which have been purchased quite recently; while the re- 
mainder of the fleet, comprised of buses which are somewhat older 
but in excellent repair, provide the additional rush-hour service 
required. 

This is a normal arrangement for any transit company, and you 
can realize its wisdom when you conde the financial problem of 
otherwise providing new equipment at more than $20,000 a vehicle 
for service which involves even less annual mileage than you or I 
would put on our family automobile. This is especially true when 
older but entirely adequate vehicles are already owned. 

I heard reference in some early testimony to the fact that some of 
our buses are more than 14 years old, and, therefore, should be imme- 
diately replaced. As a matter of fact, the number of buses necessary 
for our present service requirements is only 788, of which only 32 
buses are over 14 years old, and since these buses are part of our active 
spares their use is correspondingly small. 

As a maintenance man, I can only consider an “accounting” 14-year 
life for a bus as being a bookkeeping yardstick, since, if buses are of 
modern design and have been well maintained, as ours have been, their 
life may well be substantially more than this figure. 
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There has been further reference to the fact that the White Motor 
Co., who manufactured most of our buses, is no longer in the transit 
bus business, and for that reason our fleet has been likened in its main- 
tenance problems to those connected with the maintenance of a Reo 
automobile, which, as we all know, has not been on the market since 
the middle 1930's. 

At the time the White Motor Co., who are still a large manufacturer 
of trucks and school buses, withdrew from the transit bus field they 
gave all of their customers complete assurance as to the continued 
availability of maintenance parts, and, so far as this is concerned, 
there has not been, and there is not likely to be, any serious effect on 
availability or maintenance costs. 

The buses purchased from the White Co. in recent years are what 
we might refer to as assembled jobs, being composed of bodies fabri- 
cated by the White Co. but equipped with Cummins diesel engines, 
Spicer transmissions, Timken axles and brakes, Bendix power steering, 

ational Pneumatic door equipment and safety devices; even the 
windows are made by Edwards sash, American seating, and Leece- 
Neville electric systems, and other similar illustrations could be given. 
Parts for all of these components are readily obtainable in the open 
market. 

We have always been very proud of the way we maintain our fleet 
at Capital Transit, and the appearance of our vehicles on the streets 
speaks for itself, but we feel it is appropriate to mention with justifi- 
able pride that we have won national honors for bus maintenance 
efficiency through the award presented by Bus Transportation maga- 
zine for completeness and efficiency in maintenance methods and 
practices. 

We have earned this honor 13 times in the last 15 years, including 
the last 3 years in succession. A similar record has been established 
by the winning of either first or second place in the national American 
Transit Association safety contest during the last 12 years—8 have 
been first place. 

Another yardstick by which the maintenance of a fleet may be 
judged is the miles operated per failure of the equipment. Capital 
Transit has over the years pointed with satisfaction to a record of 
between 2,500 and 3,000 miles per failure attributable to mechanical 
causes. However, in the last 2 years, through even more ardent efforts, 
we are now operating a better than 5,000 miles per failure and have 
been able to continue to exceed 5,000 miles per deibene for every month 
but 1 since the strike last summer. 

Such information as this should certainly demonstrate from a prac- 
tical viewpoint the excellent operating condition of our bus fleet. 

Mr. Harris. Thank you very much, Mr. Savage. We are very glad 
to have this statement from you, and I think I can add to your state- 
ment the fact that everyone recognizes, that the employees of this com- 
pany are very efficient and have been rendering a fine service, and for 
that I want to join others in expressing the highest commendation for 
the public service that you people have rendered to the Nation’s 
Capital in the transit business. 

Mr. Savace. Thank you, sir. 

Mr. Harris. I might explain further that when Mr. Savage and 
others came and talked to me about it a few days ago, they were 
interested, of course, in the welfare of their own group. Whatever 
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happens they were interested, naturally, in their own jobs; that is 
human nature. Certainly we all recognize that they do have a right 
that should be considered in connection with any development with 
regard to this problem. They are not of the employer group, execu- 
tive, so to speak, and neither are they of the union employees. 

How many are there in your group working for Capital Transit? 

Mr. Savace. Approximately 475, I would say. 

Mr. Harris. Some 475? 

Mr. Savace. Essentially supervisory and clerical. 

Mr. Harris. Mr. Dollinger ? 

Mr. Dotiincer. No questions. 

Mr. Harris. Mr. O’Hara? 

Mr. O’Hara. What would be the average longevity of employment 
with the company of your group ? 

Mr. Savace. I wish I were prepared to give you that because it 
would be so impressive. 

Mr. O’Hara. What is your own? 

Mr. Savace. Iam a youngster with the company. I am in my 18th 
year. 

’ Mr. Harris. That is 2 years longer than Mr. O’Hara has been in 
the Congress. 

Mr. OHara. Let met say to Mr. Savage that I share the same uncer- 
tainty that he does and that is why, Mr. Chairman, I am rather sym- 
pathetic. 

Mr. Harris. Any further questions? 

Mr. Flynt? 

Mr. Fiynr. Mr. Savage, as director of the mechanical department, 
are you called and referred to as a department head ? 

Mr. Savace. Yes, sir. 

Mr. Fiynt. Your job is primarily the operation of a system of 
maintenance of all mechanical equipment ? 

Mr. Savace. Yes, sir; that is right, all the rolling stock. 

Mr. Ftynt. You have nothing to do with procurement or purchas- 
ing? Your job is to maintain and keep it rolling once you get it? 

Mr. SavaceE. Yes, sir; except from the recommendation standpoint, 
of course. 

Mr. Fiynr. Yes, sir. Have you been present here in the committee 
room during most of the hearings? 

Mr. Savage. Yes, sir; during most of the them. 

Mr. Fiynt. Have you heard the observation made by one or more 
of the witnesses that if there were to be a conversion to an all-bus 
system that a great deal of money could be saved from a maintenance 
standpoint ? 

Mr. Savace. Yes; I have heard statements to that effect. 

Mr. Fiynt. Would you like to make your own observation on 
whether that sounds like a practical way of saving money ? 

Mr. Savage. I would hesitate to unpreparedly step into a field 
where we have had several studies made by recognized firms, without 
making a study of my own, because of the peculiar situations involved 
and give you an answer which would, because of the disagreement as 
between the experts, would be bound to be in conflict with somebody. 

Mr. Fuynr. ute not asking for an answer to a particular question 
at that point. 
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I will pose a question which you may give an answer to, or perhaps 
decline to do so. 

In the event of conversion to an all-new-bus system, what would 
be the practical effect of lowering maintenance standards in an effort 
to save money on that paticular phase of the operation ? 

Mr. Savace. You mean, do you not, lowering maintenance costs 
rather than standards? 

Mr. Fiynt. Lowering maintenance costs, yes. What would be the 
effect of that, in your opinion ? 

Mr. Savace. I think, in a very general way, the maintenance of 
buses, speaking without making specific exceptions and so forth, the 
maintenance of buses in the long-time picture might be cheaper some- 
what than the maintenance of streetcars. 

Mr. Fiynt. Let me ask you another question. 

In the event of an immediate conversion or a sudden cessation of 
activities of Capital Transit Co. on the 14th of August, and the taking 
over by a new authority, public anthority or otherwise, from what 
you have seen of the bill, is there any provision contained in it to 
guarantee a continuation of maintenance standards which you have 
set up as a director of this particular department? 

Mr. Savace. The bill is not specific, to my knowledge, on mainte- 
nance standards. 

Mr. Fiynt. Do you think that there should possibly be some sort of 
such provision inserted in the bill? 

Mr. Savage. Of course, as a maintenance man, I would always like 
to see some means provided to insure proper maintenance. I think, 
however, from a practical standpoint the insurance of proper mainte- 
nance depends on the people you have rather than the words you write. 

Mr. Fiynv. Then you think that there should probably be some pro- 
vision in there to retain the services of the salaried personnel who are 
part of this maintenance problem ? 

Mr. Savage. Yes, sir; not on a symphatetic basis but on an earned 
basis, demonstrated ability basis. 

Mr. Fiynrt. I have no further questions. 

Mr. Harris. Thank you very much, Mr. Savage. We are very 
much impressed by your testimony. 

Mr. Savage. Thank you, gentlemen. 

Mr. Harris. Mr. Conrad L. Wirth, Director, National Park Serv- 
ice, Department of the Interior. 

We understood, Mr. Wirth, that the Department was very anxious 
to make a brief statement regarding certain phases of this problem. 


STATEMENT OF CONRAD L. WIRTH, DIRECTOR, NATIONAL PARK 
SERVICE, DEPARTMENT OF THE INTERIOR 


Mr. Wirtn. Yes, Mr. Chairman, I am here under the authority 
of the Secretary of the Interior, and my statement, which is a short 
one, has the approval of the Budget. 

Mr. Harris. Very well; you may proceed. 

Mr. Wirtn. My sole purpose in appearing before the subcommittee 
is to assist in clarifying two questions that may arise in connection 
with H. R. 8901, which, if enacted in its present form, might affect 
the parks of the National Capital. 
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The first question relates to the power of eminent domain con- 
ferred upon the Washington Metropolitan Transit Authority by sec- 
tions 6 and 7 of the bill. In section 6, the Authority is empowered 
to acquire by condemnation any property and rights useful for its 
purposes, but the power to acquire by eminent domain is limited in 
section 6, as follows: 

Such power and right shall exist with respect to private property devoted to 
any private or public use. which is necessary for the purposes of the Au- 
thority * * * 

We do not construe this to mean that the Authority would have 
power to condemn properties devoted to governmental use, such as 
the lands comprising the National Capital park system. 

If the subcommittee does not agree with this interpretation or if 
there is any doubt about the matter, we desire to recommend that the 
bill be amended by adding the words “other than public park pur- 
poses” after the word “use” on line 9, page 14, of the bill. 

The second question relates to the right granted to the Authority 
by section 8 (b) of the bill to use any public road, street, highway, 
or other public way in the District of Columbia for the transportation 
of passengers. We believe that this right is limited by section 23 
of the bill, which provides: 

All of the powers authorized by this Act to be exercised by the Authority 
shall be subject to all statutes and rules and regulations promulgated by proper 
authority relating to the regulation and control of traffic and the operation 
and safety of vehicles. 

In other words, the use by the Authority of any roads, streets, or 
highways under the jurisdiction of the Department of the Interior 
would be subject to regulations now or hereafter promulgated by the 
Secretary of the Interior. 

If this is not in accordance with the understanding of the subcom- 
mittee, we recommend that section 8 (b) of the bill be amended by 
adding at the end thereof the following: 

Provided, That such use of any public road, street, highway, or any other 
publie way under the jurisdiction of the Secretary of the Interior shall be subject 
to the prior approval of the Secretary. 

That is my statement, Mr. Chairman. 

Mr. Harris. Thank you very much, Mr. Wirth. 

Any questions, qentledien' 

We are very glad to have your suggestions, which will be considered. 

Mr. Wiern. Thank you gentlemen. 

Mr. Harris. Is Mr. Manuel J. Davis in the audience? 

Mr. Davis. Yes, sir. 

Mr. Harris. How much time will you require ? 

Mr. Davis. Approximately 15 minutes, sir. 

Mr. Harris. Is Mr. Charles J. Bauer in the room ? 

Mr. Bauer. Yes, sir. 

Mr. Harris. How much time will you require? 

Mr. Bauer. Approximately the same. 

Mr. Harris. We are striving very hard to conclude this this morn- 
ing and we have two other witnesses who are highly important to this 
subject. 

I wonder if you gentlemen could file your statement and give a brief 
explanation of it in order to help us out ? 
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Mr. Davis. I will be as brief as I can. 
Mr. Harris. Mr. Davis, you can come around. 
You may proceed, Mr. Davis. 


STATEMENT OF MANUEL J. DAVIS, GENERAL COUNSEL, WASHING- 
TON, VIRGINIA & MARYLAND COACH C0., INC. 


Mr. Davis. Thank you, sir. 

My name is Manual J. Davis and I am a practicing attorney at 
law in the District of Columbia and the Commonwealth of Virginia, 
and I appear here today on behalf of the Washington, Virginia & 
Maryland Coach Co. for the purpose of discussing those sections of 
H. R. 8947 which relate to the creation of the Washington Metropoli- 
tan Transit Authority, its powers, and the sections in the said proposed 
statute relating to condemnation. 

I would like to digress just for a second, if I may, sir. 

I understand that during the course of these hearings the question 
arose as to the fact whether or not the Capital Transit Co. at the 
present time is operating in the Commonwealth of Virginia or ren- 
dering service to and from the Pentagon Building. 

I desire to state that Capital Transit Co. is not presently operating 
in any portion of the Commonwealth of Virginia, and since approx- 
imately 1946, or directly after World War I, it abandoned its services 
to the Pentagon and Government installations. 

The general purposes of this bill provide on page 2 thereof : 

That an adequate and economically sound transportation system or systems 
serving the Washington metropolitan area is essential. 

To this we agree, and we also state for the record that last year a 
Joint Senate and House District Committee, after a thorough investi- 
gation, never once in its findings stated that the bus passenger trans- 
portation systems serving the Washington metropolitan area were 
either inadequate or economically unsound. 

It is further stated on pages 2 and 3 of the act that, due to Capital 
Transit Co.’s franchise expiring on August 14, 1956, that it now be- 
comes necessary to create and establish a public body corporate to be 
known as the Washington Metropolitan Transit Authority, the Au- 
thority to have the powers to acquire and operate a transportation 
system for the residents of the Washington metropolitan area, subject 
to certain exceptions. 

On page 3 of the act, the Authority is given power to operate a 
system or systems in the metropolitan area, with the exclusive right in 
the Authority to issue franchises in the District of Columbia, except 
for such franchises as are now in existence. 

Have you given any consideration to the thousands of daily riders 
who travel intrastatewise in Virginia over our system, which also 
transport persons in interstate commerce between the District of Co- 
lumbia and points and places in Arlington and Fairfax Counties, Va., 
and return ¢ 

Over the routes we travel and the areas in Virginia that we service, 
these persons using our facilities are totally dependent. Presently 
the State Corporation Commission of the Commonwealth of Virginia 
“ ws intrastate rates and approves or disapproves our routes and 
schedules. 
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Any public authority created by you through this act must of neces- 
sity affect those persons who use our services. By your action you 
may disrupt, if the Authority has the legal right, the daily riding 
habits of over 50,000 daily passengers originating in those portions of 
northern Virginia. 

Of equal concern are sections 5, 6, and 7 of the act. The particular 
sections to which I make reference are referred to as follows: 

In section 5, the act gives the Authority full power, without regard 
to any other provision of law, except as prohibited in this act— 

(f) To acquire, consruct, own, operate, and maintain for public service a 
transportation system or systems in the Washington metropolitan area and to 
exercise all powers necessary or convenient in connection therewith. 

On page 10 of the said act, lines 4 to 7 read as follows: 

(h) To fix and revise from time to time and charge and collect fares, tolls, 
rates, rentals, fees, and charges for the use of a transportation system and the 
services and facilities furnished thereby or by any part thereof. 


On page 11 of the said act, lines 1 through 5 read as follows: 


(k) To apply for, receive and accept franchises, licenses, grants, permits, 
and other rights to operate a transportation system, or part thereof, in the 
Washington metropolitan area beyond the limits of the District of Columbia, 
from any State, municipality, or other political subdivision thereof— 


et cetera, 
Also on page 11, lines 10 through 17, the proposed act sets out the 
following: 


(1) To enter into contracts and agreements with the operators of one or more 
transportation systems within the Washington metropolitan area to provide for 
the transportation of passengers for hire, and, within the district of Columbia 
and such other area or areas wherein consent therefor shall be given, to deter- 
imine all fares, schedules, routings, and changes therein, and conditions of service 
of any such transportation system ; 

In section 6 (a), Acquisition and Use of Property, I refer you to 
page 12, lines 10 through 25, reading as follows: 

The. Authority shall have power to acquire in its own name, by purchase, 
lease, gift, or otherwise, on such terms and conditions and in such manner as 
it may deem proper, or by the exercise of the power of eminent domain to the 
extent authorized by this act or the law of any State, all or any part of the 
facilities, plant, equipment, property, rights in property, reserve funds, em- 
ployees’ pension or retirement funds, special funds, franchises, licenses, patents, 
permits, papers, documents, and records of any transportation system within 
the Washington Metropolitan Area. The Authority shall also have power to 
acquire in its own name, by purchase, lease, gift, or otherwise, on such terms 
and conditions and in such manner as it may deem proper, or by the exercise 
of the power of eminent domain to the extent authorized by this act or the law 
of any State, any property and rights useful for its purposes, and to sell, 
lease * * * 


et cetera, 

Further quoting section 6, I refer you to page 13, lines 4 through 7: 

(b) In exercising the aforesaid powers to acquire a transportation system, 
the Authority is hereby authorized to acquire the capital stock of the corpora- 
tion owning such transportation system * * * 
et cetera. 

With respect to the above-mentioned power in section 6, we state 
that there is no need nor necessity for the absorbing of a private cor- 
poration, whose operations are principally without the District of 
Columbia, by the Authority, and we feel reasonably certain that no 
court would permit such an action. 

74323—56——29 











444 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


Section 7 of the said act sets out the following on page 14, lines 1 
through 10: 


POWER OF EMINENT DOMAIN 


Sec. 7 (a) Subject to and in accordance with the procedures, conditions, 
limitations, and other provisions of this Act, the Authority is hereby granted 
and shall have the power to acquire by eminent domain real property or per- 
sonal property, tangible or intangible, situated or having a legal situs in the 
District of Columbia or any interest therein. Such power and right shall exist 
with respect to private property devoted to any private or public use which is 
necessary for the purposes of the Authority, except * * * 


et cetera. 

Again, here, as in section 6, lines 4 through 7, we state that there 
is no necessity for this power to be given to the contemplated Transit 
Authority. Real or personal property which we either own or use 
in conjunction with our operations should not be subject to any juris- 
diction of the contemplated Authority. 

Your attention is also invited to section 19, on pages 39 and 40. 
This section deals with the general ratemaking power of the Au- 
thority, which could apply to our entire intrastate and interstate 
system if the Authority were to acquire our property. 

And we ask the question: 

What will happen to our intrastate riders? 

The whole system, both interstate and intrastate is dependent on the 
fare structures of each operation to support and make its existence pos- 
sible. Any undue burden being placed on the intrastate rider must of 
necessity affect the services rendered, and the places of business in 
Virginia along our routes. The intrastate rider will suffer, the busi- 
ness proprietors will suffer, and it must logically follow that each of 
the counties and communities will suffer. 

A Transit Authority for the District of Columbia is unnecessary if 
private enterprise operates its public transportation system. 

If Capital Transit Co. does not continue the operation of the system 
after August 14, 1956, and it becomes necessary that an Authority be 
created to operate the public transportation system of the District of 
Columbia, then let it confine its operation to the territory and juris- 
dicion of the District of Columbia. 

Why cause a disruption in the public transportation system over 
the routes and areas which the Washington, Virginia & Maryland 
Coach Co. now serves? 

The Commonwealth of Virginia, through the State corporation 
commission, fixes our routes and fares, and determines the adequacy 
of our service. The same applies to our interstate traffic. The Inter- 
state Commerce Commission not only determines the reasonableness 
of our fares, but determines the reasonableness of our services and our 
routes, 

The public is protected. We are restricted, but are not complain- 
ing. But why place upon the riders over our routes originating in 
northern Virginia, and us, the problems which are solely those of 
the District of Columbia? 

If the District of Columbia needs a public Transit Authority and 
you so determine, we respectfully request that its jurisdiction be con- 
fined to the transportation system known and referred to as Intra- 
District Transportation. 
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In closing, permit me to state that if his committee determines 
that a public Transit Authority should be created, then we recom- 
mend that section 3, definitions (d) “Washington Metropolitan Area” 
be changed by striking the words on page 4, line 12, beginning with 
the word “in” at the end of the line, through line 14, so that the 
section would read (d) “Washington Metropolitan Area” means and 
embraces the territory in the District of Columbia and in the counties 
of Montgomery and Prince Georges in the State of Maryland. 

Mr. Harris. Thank you very much, Mr. Davis. 

Any questions ? 

Mr. Dolliver ? 

Mr. Doxtiver. I just want to get clear in the record the people whom 
you represent. It is not the company that operates in Maryland, it 
is the company that operates in Virginia only, the District and in 
Virginia? 

Mr. Davis. That is correct. 

Mr. Dotutver. Thank you. 

Mr. Harris. Why is it called the Washington, Virginia, and Mary- 
land Coach Co. ? 

Mr. Davis. That happens to be its incorporated name since 1926, 
sir. 

Mr. Harris. Thank you very much. 

Mr. Davis. Thank you, gentlemen. 

Mr. Harris. Mr. Bauer ¢ 

Mr. Bauer. I believe you are executive secretary of the Building 
Owners & Managers Association ? 


STATEMENT OF CHARLES J. BAUER, EXECUTIVE SECRETARY, 
BUILDING OWNERS & MANAGERS ASSOCIATION OF METROPOLI- 
TAN WASHINGTON, WASHINGTON, D. C. 


Mr. Bauer. That is correct, Mr. Chairman. 

Mr. Harris. You may proceed. 

Mr. Baver. I would like if I may, Mr. Chairman, to confine my 
testimony to remarks supplementing a very brief statement which I 
have already forwarded to the committee. 

I represent the owners of office buildings and apartment houses and 
most of the large property-management firms doing business in the 
Washington metropolitan area. Their combined investment is ap- 
proximately $750 million, all private enterprise. This does not in- 
clude the rather extensive investment of the three principal public 
utilities here, the telephone company, the electric company, and the 
gas company, all of which are members of our association. 

One of the things that I wanted to make clear, Mr. Chairman, is 
that we are speaking against this bill, not only on it but against it. 
We feel that the Commissioners, the Public Utilities Commission, have 
not exhausted their remedy in private enterprise. We feel that they 
should withdraw the bill which they have asked the Congress to enact. 
Our reasons for this, briefly, are as follows: 

We think that private enterprise in the whole field of public utility 
operation here has well vindicated itself and we do not think that the 
failure, if it be a failure, of Capital Transit top management should 
in itself be used to adopt the principle of Government operation of 
mass transit facilities here. 
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From a political point of view, if I may presume to state on that 
point, Mr. Chairman, I should think it would be most distasteful to 
Members of Congress to have to put themselves into the business of 
mass transit in the Nation’s Capital. 

I speak for myself also as a commuter, a straphanger, one of Con- 
gressman Hyde's constituents. And I would like to say that while 
Capital Transit’s service leaves something to be desired, they have 
made certain concessions to changes which the public demanded and 
which the Public Utilities Commission asked them to make, and | 
would also like to say, in regard to the relative operation of buses and 
streetcars, that Capital Transit has been able in its bus operation to 
provide two types of service which are not possible with streetcars. 

One is the limited bus service which operates more rapidly than the 
local service because it does not make pickups, it does not make dis- 
charges, on its outbound run in the late rush hours, does not make 
discharges on the inbound run during the rush hour. 

The third type which you gentlemen refer to as rapid transit, the 
express service with buses that is possible with buses but is not pos- 
sible with streetcars. 

One of the things that contributes to the mess that we all find our- 
selves in with a public authority is the fact that you will first, if you 
go into it, have to condemn all or part of Capital Transit’s operation, 
which, in itself, poses the dilemma of abandonment of streetcars. You 
will have to cope in a very realistic way with the labor problem whieh, 
if left in the hands of private enterprise would be its worry. 

You will have to meet the demands, and this is very important 
because it will be a continuing headache, particularly for my Con- 
gressman and others similarly situated operating in the Washington 
area, because they will have to meet all the complaints about the 
failure to extend service into the suburbs, the failure to provide 
adequate service in the suburbs, the fact that their constituents musi 
stand in a Government-operated utility. 

A minor point is that the District of Columbia, which is already 
hard pressed for tax revenue, will have to sustain a substantial tax 
loss under public operation. 

Something has been said about the evil of establishing a precedent 
by permitting private operation to continue here with certain guaran- 
ties as to financing. We feel that a much worse precedent would be 
established by having Government operation of a public utility here. 

It is not inconceivable that within 10 or 12 years from now, the 
source of electrical energy used by the Potomac Electric Power Co. 
will be atom fuel. If that should happen, it is not fanciful that some- 
one will want to have a bill because it is not safe to leave atomic energy 
in the hands of a public utility and that it will have to be Government 
operated. We see a real bad precedent in that. on se 

Finally, one of the occupational hazards of operating a public utility 
is the continual danger of lawsuits by riders and others of the public. 

I submit to you gentlemen that this problem, the problem of labor 
relations, the problem of financing, arranging schedules, and using 
the ingenuity necessary to meet the constantly changing problems of 
mass transit, belong in private enterprise, and that you gentlemen will 
be removing a most important buffer in your Government operation 
if you turn this over toa Public Authority. Thank you. 
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Mr. Harris. Thank you very much. Your statement, which has 
heen received by the committee, will be included in the record. 

Mr. Bauer. Thank you. 

Mr. Harris, Any questions / 

Thank you very much. We are glad to have your testimony. 

Mr. Bauer. Thank you, gentlemen. 

(The statement referred to follows:) 


STATEMENT OF CHARLES J. BAUER IN RE H. R. 8497, A BILt PROPOSING A 
WASHINGTON METROPOLITAN TRANSIT AUTHORITY 


My name is Charles J. Bauer and I speak for the Building Owners and Man- 
agers Association of Metropolitan Washington, of which I am executive secre- 
tary. This association comprises many Washington office buildings and apart- 
ment developments in the metropolitan area, together with most of the large 
firms engaged here in the management of all kinds of rental property. The 
aggregate assessed valuation of the properties I represent exceeds $750 million. 

Our interest in the proposed legislation is obvious from the fact that these 
properties are located both in the downtown district and in the suburban areas, 
mass transit furnishing the lifeline on which both depend for their existence. 
The essential need of a good mass transit system for a healthy downtown 
business district is more clearly understood from the fact that 20 percent of 
ihe assessed valuation of real estate in the District of Columbia stands on 2 
percent of the land in the central area. Moreover, 3 out of 4 shoppers in down 
town Washington use mass transit, according to the United States Bureau of 
Public Roads. 

I personally have no financial interest in either Capital Transit or any aspirant 
for a franchise to succeed that firm. We are opposed to Government operation 
of this essential service since we believe that private operation can be more 
skillful, more ingenious, more economical and, in short, more suecessful. The 
adverse experience under the present management is in itself no reason for 
public ownership. 

However, in so closely regulated a business the difficulty of attracting private 
capital is apparent, since such capital tends rather to go into the stock market 
or other forms of investment. 

Something should be done to change the antiquated procedures under which 
the Public Utilities Commission fixes fares. This concept was all right when 
mass transportation was a monopoly but today mass transit is intensely com- 
petitive with other forms of transportation, especially the private automobile. 
it is worth noting too that the United States Bureau of Public Roads states that 
4 percent of shoppers in downtown Washington use taxicabs. We believe that a 
transit company is hest qualified to determine the right fare to attract and hold 
mass patronage. Would a suburbanite who now has the choice of driving his 
own car and parking downtown trade this expensive arrangement for one in 
which he could stand in a crowded bus simply because the round-trip fare was 
only 40 cents, when for a few cents more the transit company might provide him 
a comfortable ride? 

Instead of the proposed law which would obligate the Government to make 
a $20 million loan, and which would result in an estimated annual tax loss of 
more than $1% million, we favor legislation providing simply that the District 
of Columbia shall pledge $4 million backing for bonds to be sold by a private 
company. This is no different in principle from the current practice of insur- 
ing deposits in banks and building associations and the insuring of loans under 
the Federal Housing Act. It is far more conservative in fact because the term 
of this insurance need be for only 3 years, which period would be sufficient for 
the company to complete necessary arrangements. 

In conclusion, we believe that the District of Columbia has an immeasurably 
greater stake in providing an efficient mass transit system than is represented 
by the risk involved in backing these bonds. Among cities in its population 
class Washington alone has no bonded debt and still would have none under 
this proposal. On the other hand, should the need for public ownership clearly 
develop, the District would have as security all of the assets of the new company 
except only the rolling stock, since the land and improvements to be acquired 
would be pledged as security under the bill we ask. 


Mr. Harris. Commissioner Spencer, I understand that you have a 
short statement for the committee ? 
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STATEMENT OF SAMUEL SPENCER, COMMISSIONER, DISTRICT OF 
COLUMBIA—Resumed 


Mr. Srencer. Mr. Chairman and members of the committee, I would 
like to make a brief statement to bring you up to date with respect to 
the situation regarding the negotiations which the Public Utilities 
Commisson has been carrying on wth the Kampelman group. 

Insofar as the Board of Commissioners has re a art in that situa- 
tion, Mr. Hayes is here, Chairman of the PUC, and he will be avail- 
able to tell you just what the PUC has done with respect to those. 

At the hearings last week, Mr. Hayes indicated that negotiations 
were going on with that group but that nothing firm had been worked 
out at that time. Those negotiations have continued during the past 
week, and yesterday the Public Utilities Commission came to us and 
said that the negotiations had been worked out to a fairly full degree 
and that the Kampelman group envisaged the need for a Government- 
guaranteed loan of $4 million in order to enable them to go forward 
with this project, and that it would be necessary for the Board of Com- 
missioners to make a decision as to whether they would recommend 
such a Government-guaranteed loan before the Public Utilities Com- 
mission could make a decision as to whether they would be prepared to 
issue a permit to this group. 

Mr. Harris. Commissioner, will you identify the Kampelman group 
a little bit better for the record ? 

Mr. Spencer. The so-called Kampelman group has had as their at- 
torney Mr. Max Kampelman, who is a lawyer here in Washington. 
The group has several people in the Twin Cities, Minneapolis and St. 
Paul, who are ready to put up some money. 

One of them is a Mr. Isaacs, and there are two Rappaport brothers 
connected with the group. 

Mr. Edward Carr, the president of the board of trade in the District 
of Columbia, has also been active in connection with these negotiations. 

The Board of Commissioners took under consideration this matter 
of possible Government-guaranteed loan to this group sometime ago, 
and we have I think given it quite careful consideration. We have had 
informal discussions with representatives of the Treasury Department 
with respect to it. 

This morning we had a meeting of our Board and we came to the con- 
clusion that we did not feel that we could recommend such a Govern- 
ment-guaranteed loan. 

Mr. Harris. As I understand, the suggestion was made to you by 
the Public Utilities Commission that after these negotiations had 
been underway for several days, the only way that the private group, 
as you have just referred to, could present anything that would be 
practical would be for the guaranteed Government loan ? 

Mr. Spencer. That is correct, sir. 

Mr. Harris. The Public Utilities Commission laid the matter before 
the Commissioners of the District of Columbia for your decision as to 
whether or not the Commissioners could recommend a Government 
loan in an effort to try to get this private group who are interested 
into this transportation system. 

Mr. Srencer. That is correct, Mr. Chairman, and the idea was that 
the District of Columbia would stand ready to guarantee a private 
bank loan in the amount of $4 million if there were a default by the 
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proposed transit company in paying that bank loan back, and that 
if the District were called on to make a payment on that guaranty, 
that it in turn would borrow the money from the United States 
Treasury and the period of the proposed loan, which was discussed, 
was 3 years; that we would guarantee this loan for a 3-year period. 

Mr. Harris. Have the Commissioners considered the request ? 

Mr. Srencer. Yes, sir; we have considered it and we came to the 
conclusion that we were not able to recommend such a Government- 
guaranteed loan. 

There were several reasons behind that decision. One of them 
was, we felt it was very difficult to justify offering to make the loan 
to one group without having made a similar offer to other groups 
that might be interested in coming in and operating a transit system. 

Secondly, as far as we have been able to determine, there is cer- 
tainly no precedent in the District of Columbia for the District of 
Columbia Government engaging in such a loan to a private company, 
and we do not believe that there are closely similar precedents with 
respect to Federal loans. 

It is true that there have been RFC loans to various private busi- 
nesses, but the situation under which the RFC system was set up was 
somewhat different. Those loans were available to any company 
that met certain requirements, and I think that those loans were in- 
tended for operations which were in difficulties, to help them get 
over a rough spot; that they were not entered into in general with 
the idea of starting a new enterprise and backstopping the equity 
capital for such an enterprise. 

Thirdly, we felt that if the District government were to get into 
such a loan where it would have a debt of $4 million from this com- 
pany, in which only $1 million of capital has been pledged and might 
be put up, that it would compromise the position of the District of 
Columbia government with respect to such matters as the regulation 
of the rates of the company by the Public Utilities Commission, and 
also in connection with such things as mediating in the event there 
were any labor difficulties by the company. 

Fourthly, we felt that the capital structure of this company, if 
this loan were called on, would be of an unbalanced nature; that you 
might have a situation here where there would only be $1 million 
of ‘equity capital represented by stock, and the total investment in 
the enterprise would be in the neighborhood of $25 million. The 
balance over and above that $1 million would be debt with fixed 
interest charges and presumably with various amounts of collateral, 
so that we felt there was too little stock in proportion to the proposed 
amount of debt in this capital structure in the event that this loan 
were called upon. 

Now, that vote this morning was a vote of two to nothing by our 
Commission. Mr. Me Laughlin refrained from voting on this mat- 
ter because he said he wanted to study it somewhat further before he 
was ready to take a position on it. 

Now, Mr. Hayes, Mr. Chairman, will be ready to give you any 
further facts which you want to have with respect to the proposal of 
the Kampelman group and with respect to such matters as the pro- 
posed franchise that they were working on. 

Mr. Harris. Do you desire Commissioner Hayes to have something 
else to say ? 
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Mr. Srencer. I think it might be well if you heard briefly from him. 

Mr. Harris. Thank you very much, Mr. Spencer. 

Mr. Spencer. Thank you, gentlemen. 

Mr. Harris. Commissioner Hayes, we would be glad to have you 
make any supplementary statement at this time. 


STATEMENT OF GEORGE E. C. HAYES, CHAIRMAN, PUBLIC UTILI- 
TIES COMMISSION, WASHINGTON, D. C.—Resumed 


Mr. Hayes. Mr. Chairman, and members of the committee, if there 
be a necessity for supplementing, I presume it will simply be for us 
to say that, as Chairman Spencer has indicated, we negotiators have 
been negotiating for quite a while with the Kampelman group. 

It was our thought that we might attempt to iron out all the things 
in the fringe area ‘with respect to what they might want with respect 
to franchise and the like, although we knew that there was a funda- 
mental question as to whether or not the Commissioners were disposed 
to recommend this guaranteed loan. Having gotten to the place 
where we felt we might properly discuss this ‘fundamental question 
with the Commissioners, we went, as Mr. Spencer indicated, yesterday 
and were at that time advised by the Commissioners that they were not 
disposed to recommend this gui aranteed loan. 

Discussion with the General Motors people had made us know that 
they were not satisfied with the financial structure of the Kampelman 
group unless it were bolstered by this guaranteed loan. 

The Kampelman group had as their proposition that they were 
going to have investment brokers dispose of stock and indicated that 
they wanted this guaranteed loan as a backstop. 

As I have indicated, General Motors expressed an unwillingness 
to deal unless this loan were guaranteed by the Commissioners of the 
District of Columbia. 

Yesterday morning, this morning, we conferred again with respect 
to it, and the Commissioners indicated there unwillingness to recom- 
mend the loan, which I presume would make unnecessary any further 
negotiating as far as the Kampelman group is conc erned. 

T think it fair also to say, from the point of view of the Public 
Utilities Commission that we, together with the Commissioners, the 
District of Columbia Commissioners, envisioned a difficulty that we 
would face as a regulatory body with this group to be before us, part 
public and part private, and that any decisions which we might be 

called upon to make would be very much affected by the fact that 
the Government might, by reason of the necessity of putting into effect 
of the guaranteed loan, "be in some sort of proprietary position. 

We also had the concern as to whether or not, with the financial 
structure as indicated by the Kampelman group, there was going to be 
a continuity of service of a character which we felt that the District 
citizenry was entitled to. 

Mr. Harris. Have you been negotiating with any other private 
group, Commisioner ¢ 

Mr. Hayes. No, Mr. Chairman, we have not. 

Mr. Collady, who is here present, had indicated that he would be in 
touch with us, but he has not up to this time come back to us with any 
proposition. I presume his proposition will be presented to you this 
morning. 
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Mr. Harris. We hope to get to him this morning. 


Any questions? 


Mr. Hayes. The suggestion has been made to me, which we would 
like if the committee will allow it, that a study made by Mr. Sonnen- 


berg, who is on the staff of the Public 


Utilities Commission, which 


addressed itself specifically to the report made to us by the General 
Electric people, the gentlemen Mr. Johnston and Mr. Turner who 
testified here this morning, we would like to give you the privilege 
of giving the advantage of that study both as to the statistics and 


as to the bases for it. 


The statistics are here, the bases for it are in the process of prepara- 
tion, and with your permission, I would like to make it a part of the 


record. 


Mr. Harris. It will be made a part of the record. 
(The information referred to follows :) 


Total estimated mileage: 
Streetcars b i “ : 
Motorbuses substituted on streetcar lines 
Motorbuses 


System. - 
Total system revenue - - 


Estimated operating costs: 
Streetcars 
51-passenger 
system) } 
Present motorbus system 
All-new bus system. - 


Total, system operating costs 


Estimated capital investment (historic cost): 
Streetcar system 
5l-passenger buses 

system) _- , 
Present motorbus system 
All-new bus system _- 
Nondepreciable property 
Materials, supplies, work in progress. 


(replacing streetcar 


Total, capital investment 


Estimated capital recovery cost (depreciation 
plus interest): 
Streetcar system—29-year life—4 percent 
interest _ .......-- 5 pl. «ities 
Motorbus system—1l7-year life—4 percent 
interest 7 


: Total capital recovery cost 
Total estimated operating and capital recovery 
CBG cg vasesese Sate 


Net operating income. .-.-.......-...--- 
Less nonoperating adjustment ---. 


Net income ! 


2 Included in operating cost. 
3 Deficit. 


| 


Present 
System as 
presently 
reported 


12, 255, 000 | 
21, 455, 000 } 
33, 710, 000 


$26, 593, 000 


11, 451, 000 


14, 280, 000 | 


731, 000 


31, 000, 000 


16, 400, 000 


1, 200, 000 
1, 200, 000 


49, 800, 000 


25, 731, 000 


862, 000 | 
107, 000 


755, 000 


| After income taxes, cols. 1 and 2; before income taxes, cols. 3 and 4. 


Adjusted 
present 
system 


Modified 
system using 
51-passenger 
buses to re- | all-new bus 
place street- | system! 
car system | 1,050 51-pas- 
and retain senger buses 
present bus | 

fleet 


Proposed 





55,000 |__- 


5, 000 
33, 710, 000 


$26, 593, 


000 


9, 788, 000 


13, 902, 000 


31, 000, 000 | 


~ 16, 400, 000 


000 | 
000 | 


1, 200, 
1, 200, 


, 000 


1, 825, 000 
1, 348, 000 | 
‘ 1 73, 000 
26, 863, 000 
3(270, 000) 
107, 000 
30377, 000) 


23, 690, 000 


"12, 543, 000 
21, 455, 000 


12, 543,000 | 
21, 455,000 | 


33, 998, 000 33, 998, 000 
"$26, 593,000 | $26, 593, 000 


8, 297, 000 | 
oe ae aa 

22, 490, 000 
22, 199, 000 


22, 490, 000 


12, 200, 000 

16, 400, 000 7 aati 

31, 159, 000 
1, 200, 000 
1, 200, 000 


1, 200, 000. 
1, 200, 000 | 


33, 559, 


31, 000, 000 


2 2, 561, 000 


, 351, 000 
2, 561, 000 


2, 351, 000 


24, 550, 000 


25, 051, 000 


1, 542, 000 
107, 000 


2, 043,000 | 
107, 000 


1, 936, 000 1, 435, 000 
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The primary purpose of this testimony ig not the rebuttal of another witness’ 
testimony. Rather, it is to assure this committee that the District Public Utili- 
ties Commission has had an opportunity to make a preliminary analysis of a 
study submitted to it on December 14, 1955, by a General Electric Co. representa- 
tive essentially similar to that submitted to this committee today. For reasons 
which seemed appropriate, which I am prepared to discuss, the Commission has 
found no logical basis to change its position on the relative economic merits of 
ae streetcar operation from that testified to previously by Mr. Edward A. 
toberts. 

As a clarification of its position, the Public Utilities Commission has prepared 
a tabular presentation which follows the same general format as the submission 
of the witness for General Electric. There are, however, certain basic dfferences 
in the figures and the assumptions underlying the two tables. It may also be 
noted in columns 2, 3 and 4 of the PUC table that the results of the analysis in- 
dicate an all-bus operation to be the most profitable, which is in sharp contrast 
with the results of the General Electric presentation. 

In preparing the attached table the Public Utilities Commission has accepted 
those figures of General Electric with which it had no serious controversy. It 
has also followed the company practice of rounding off estimates and totals to - 
the nearest one thousand or 100 thousand dollar amount and in eliminating deci- 
mal fractions. 

The first column of both tables summarizes the 1954 operations of Capital 
Transit Co. The major difference between column 1 on this table and the Gen- 
eral Electric summary is the amounts listed as “estimated capital investment.” 
The PUC total of $49,800,000 is made up of: (1) the historic cost of the depre- 
ciable investment; (2) an allowance for nondepreciating property such as land: 
and (3) an allowance for materials, supplies, and work in progress. The last 
two figures approximately equal the amounts shown for those items on Capital 
Transit’s books as of December 31, 1954. The preference of the Commission for 
the historical cost figures rather than the 1954 depreciated value of $23,000,000 
used by General Electric, will be explained when the item ‘Estimated capital 
recovery cost (depreciation plus interest)” is discussed. 

It appears that the $755,000 shown in the first column of the General Electric 
submission as “Net income (before income taxes)” should more properly be 
labeled “Net income (after income taxes).’”’ The percentage return was not com- 
puted on the PUC table, but $755,000 would represent a return of 3.28 percent 
on a $23 million investment. 

In the second column of the PUC table estimated mileage and revenues are 
unchanged from column 1, but the 1954 system operating expenses of Capital 
Transit Co. are changed by eliminating depreciation from operating costs and 
allocating certain overhead expenses between the present rail-and-bus system 
on a basts different from that now used by Capital Transit. Certain fixed 
expenses classified under the heading “Administrative and general,” are allocated 
to either the bus system or the streetcar system by the transit company on a 
basis of revenue passengers carried. In its presentation, General Electric allo- 
cated these costs substantially on the basis of revenue vehicle miles operated 
by each of the systems. The net effect of this change in allocation procedures 
is to change the approximate 50-50 breakdown of these overhead costs between 
buses and streetcars to a method wherein the bus system carriers two-thirds of 
such costs, and the streetcar system one-third. 

The Public Utilities Commission has never endorsed such a cost allocation 
method nor does Capital Transit presently use it. However, for the purposes 
of this analysis, overhead cost allocation on the basis of vehicle mileage, as sug- 
gested by the General Electric representative may be as appropriate as any 
other method. The Commission’s table, therefore, follows General Electric’s cost 
allocation procedures—with one change which does not change the total system 
operating costs. 

Included among the expenses allocated to the bus system by the General Elec- 
tric Co. was an item of $278,000 representing accrued vacation liability for 
streetcar operators. The accrual in 1954, charged to both bus and streetcar 
system, was a nonrecurring item attributable to Federal income tax laws (since 
repealed retroactively) and probably should not be included in the analysis at 
all. The Public Utilities Commission, however, has simply transferred the 
streetcar vacation expense item from the bus system to the streetcar system. 
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The estimated capital investment shown next in column 2 of the attached table 
is the original cost of the company’s investment in rail and buses, plus other 
nondepreciable items, rather than the depreciated cost shown in the General 
Electrie Co. exhibit. 

It is in the next section of column 2, estimated capital recovery costs (depre- 
ciation plus interest) that the Public Utilities Commission table is at greatest 
variance with the General Electric Co. presentation. In the first instance, based 
on present Capital Transit depreciation practices, the entire streetcar system 
(vehicles, track, line, carbarns, etc.) would have an estimated service life of 
slightly over 29 years, rather than the 26-year figure used by General Hlectric ; 
siniilarly,.relying on current depreciation practices, the entire bus system would 
have a service life of almost 17 years, rather than the 14 years by General 
Electric. The basis for General Electric’s service life estimates is not explained 
in the company’s presentation. 

A far greater discrepancy, however, exists in the amounts which are subject 
to the so-called estimated capital recovery costs. This cost item is a combination 
charge for depreciation and 4 percent interest on the undepreciated portion 
of the assets. In the PUC table, the Commission has subjected the original 
or historical cost associated with the depreciable portions of the bus and streetcar 
systems to the capital recovery cost formulas, The General Electric Co. repre- 
sentative, in his table, has subjected only the 1954 depreciated value of those 
assets to the capital cost recovery formulas. This the Commission believes to be 
a serious Oversight by General Electric. 

What General Electric is doing, in effect, is taking a used streetcar system 
and a used bus system, both of which are over 50 percent depreciated, and 
assuming that those systems have the same service life expectancy as a com- 
pletely new undepreciated transit system. If General Electric assumes a new 
streetcar system will have a 26-year life (or 29 years, to cite the Commission 
figure), the present Capital Transit rail system will obviously not last another 
26 years without considerable additional investment. The same is true of the 
bus system. If a brandnew bus system will last 14 (or 17) years, the present 
Capital Transit system has a service life expectancy of something less than half 
that period. 

The inconsistency of the position taken in the General Electric study is illus- 
trated by reference to the estimated capital recovery cost item in column 38. 
There an estimated $20,277,500 investment in new buses to replace existing street- 
cars is lumped with a depreciated $11,500,000 investment in used Capital Transit 
buses, and both groups of buses are assumed to have the same service life 
expectancy for purposes of computing estimated capital recovery costs. 

It is the Commission’s position, as illustrated on its table, that depreciation 
should be based properly on the historical or original cost of the company’s in- 
vestment. This is the total amount which depreciation charges seek to recover. 
The Public Utilities Commission followed the General Electric practice of adding 
interest, at 4 percent to depreciation charges to determine its estimated capital 
recovery costs in columns 2, 3, and 4. It recognizes, however, that this 4-percent 
interest charge is as much a return on invested capital as is the amount shown 
at the bottom of each column as net income. 

As a result of the larger base upon which capital recovery costs are computed, 
the Commission table estimates this expense in column 2 at $3,173,000 as com- 
pared with the General Electric estimate of $1,810,000. Due to this change, the 
adjusted present system summary (col. 2 of the PUC table) shows a net operat- 
ing deficit of $270,000 and a net deficit of $377,000. 

The other major differences between the Commission presentation and that 
submitted by the General Electric Co. witness are essentially differences of 
opinion on transit investment and operating costs which can be summarized 
briefly. 

The Public Utilities Commission prefers to use a cost figure of 66.15 cents per 
mile in estimating the operating costs of new buses rather than the 67.45 cents 
per mile estimate used in column 3 of the General Electric table or the 66.59 cents 
per mile figure used in column 4. The PUC cost estimate is based on a 69.34 
cents per mile figure developed and testified to by Edward A. Roberts before this 
committee. Mr. Roberts’ average is reduced by eliminating depreciation charges 
(added back in the estimated capital recovery cost item) and adding an esti- 
mated 1.56 cents per mile cost to reflect District gross receipt taxes. The result- 











454 WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 


ant figure is the 66.15 cents per mile used by the Commission to estimate new 
bus operating costs. 

In determining the required capital for new buses shown as estimated capital 
investment in column 38 and column 4, the Public Utilities Commission resorts 
ngain to estimates developed by Edward A, Roberts and testified to before this 
committee. Those figures are $21,675 for each new 51-passenger bus and $8,000 
per bus for related investment (garages, maintenance equipment, terminals, 
offices, etc.). 

The cost figures developed by the General Electric Co. use $22,000 for new 
51-passenger buses, $19,000 for 45-passenger buses, $11,000 for 31-passenger 
buses, and $10,500 per bus in related investment. In partial justification of the 
Commission figures, it may be noted that the investment in garages and related 
facilities constitutes approximately 26 percent of Capital Transit’s original 
investment in its present bus system and 27 percent of the cost of the whole 
system as estimated by the Public Utilities Commission. This compares with 
the 35 percent provision for related facilities, which is what the General Electric 
submission yields upon analysis. 

As part of its estimate of needed investment in buses to replace existing 
Capital Transit streetcars (shown in column 8) General Electric Co. adds 
$5,750,000 which represents 50 percent of the undepreciated investment in exist- 
ing streetcar facilities. The validity of such an expense item which must be 
amortized by charges against transit users is always questionable; in the 
present situation confronting the District of Columbia, it would be most unlikely 
that a new transit firm which did not take over the existing street railway 
system would be permitted to include in its invested capital accounts any charge 
for undepreciated streetcar investment. In any event, the Public Utilities Com- 
mission estimates of the required investment for a bus system to replace street 
railway facilities includes no provision for undepreciated streetcar facilities. 

The remaining discrepancy between the PUC table and the General Electric 
submission concerns the number of buses which would be required for a pro- 
posed all new bus transit system, shown at the head of column 4 on both tables. 
The General Electric presentation estimates 1,200 buses of varying sizes would 
be required. The Commission cost analysis is predicated on the acquisition of 
1,050 new 51-passenger buses. This is frankly a conjectural figure, subject to 
revision either up or down dependent on future levels of transit riding, vehicle 
utilization, and proposed routings. 

The financial results of the Public Utilities Commission analyses of an all- 
bus local transit operation are contained at the botton of columns 3 and 4. They 
are, as previously noted, in sharp contrast to the financial conclusions reached 
by the General Electric presentation. It may serve to clarify for this commit- 
tee what might appear to be a lack of consideration by the Public Utilities 
Commission for the facts as developed by the witness representing the General 
Electric Co. The members of this committee may be assured that the Public 
Utilities Commission and its staff gave much careful consideration to the 
General Electric Co. presentation in December of 1955 and subsequently before 
coming to its present conclusions on the relative economic merits of bus and 
streetcar operations in the District of Columbia. 





MEMORANDUM: IN RE: DECLINE IN REVENUE PASSENGERS CARRIED BY CAPITAL 
TRANSIT Co. 


The committee requested information as to the percentage of decline in 
passengers carried. There is set forth below a comparison of revenue pas- 
sengers carried for the 5 months preceding the 52-day strike from July 1, 1955, 
to August 21, 1955, and for the 5 months immediately following the strike, with 
the same periods in the prior year. 
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Passengers carried Decline 


Current 


period Prior period Number 


5 months preceding the strike: 
February 1955 12, 147, 798 13, 440, 508 , 292, 713 
March 1955 14, 087, 15, 045, 757 957, 889 
April 1955 13, 601, , 784, 000 , 182, 193 
May 1955 13, 627, , 154, 990 527, 284 
June 1955 13, 071, 3, 885, 651 814, 484 


Total ‘ 66, 536, 33: , 310, 906 , 274, 573 | 


5 months following the strike 
September 1955 946, 3, 174, 568 2, 227, 576 | 
October 1955 , 794, 3, 841, 947 2,047, 325 | 
November 1955 , 345, 3, 354, 948 2, 008, 980 
December 1955 a4 , 696, 835 3, 873, 704 | 2, 176, 866 | 
January 1956. » 371, 3, 151, 642 | , 979, 689, | 


Os ices cock ene i 56, 956, 37% 67, 396, 809 10, 440, 436 | 


During the 5 months preceding the strike, the fares were at the same level in 
the current period as in the prior period, so that the decline in passengers of 
670 percent of what is commonly referred to as normal decline. The decline 
of 15.49 percent for the 5 months following the strike reflects not only the 
normal decline, but also the loss of passengers due to the strike and the loss of 
passengers due to resistance to the higher fares which became effective August 
22, 1955. 

(Prepared by the Public Utilities Commission, February 27, 1956.) 

Mr. Harris. Mr. Wolverton ? 

Mr. Worverton. Did the group to whom you have referred as 
having conferred with you, stent their offer in writing to either the 
District Commissioners or to you, or in any other way have any form 
of a definitely prepared offer or statement? 

Mr. Hayes. Yes, Mr. Congressman, they did. 

Mr. Wotverton. I ask, Mr. Chairman, has that been made a part 
of the record in this case? 

Mr. Harrts. No, it has not. 

Mr. Wotverton. I wish you would give consideration to whether 
it should be made a part of the record. 

Mr. Harris. Could you let us have a copy of that, Commissioner, 
in order that we can determine whether it should be put in the record / 

Mr. Hayes. I would be glad to. 

Mr. Harris. Is it voluminous or is it a short document ? 

Mr. Hayes. It is not a large document. The statistics are put on 
a large sheet which we will be glad to submit. I think there has been 
some breakdown by our staff which also, I presume, would be avail- 
able to the committee. 

Mr. Harris. You may submit that to us in order that we can 
determine whether it is advisable to have it included in the record. 

Mr. Hayes. Yes, sir. 

Mr. Harris. Any questions? 

Mr. Hype. Mr. Chairman, I would like to go into some detail with 
respect to the turndown of this offer by the Kampelman group. 

For example, we talk about the compromise with respect to the 
position they would be in with relation to labor, rates, and so forth. 
Their position there seems to be no different from what the position 
of a public authority would be in Wisconsin, a self-regulatory body. 

I cannot see any reason for fear there. 
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In the second place, with the public authority operation, you are 
going to have a loss over the 3- or 4-year period in taxes alone, which 
is equal approximately to the guaranty asked for in this particular 
instance. 

Furthermore, the guaranty, of course, could be by the Federal 
Government, which would not be by the District government. As a 
matter of fact, a proposed draft of franchise, which I suppose will be 
submitted to you by the Commissioners here with respect to their 
written offer that they have had, provides that it shall be guaranteed 
by the Federal Government. That being so, I do not see how the 
District Commissioners or the Public Utilities Commission would be 
compromised. 

Then, of course, I would like to ask about the precedent. There is 
precedent for the Government making direct loans to privately owned 
transit companies. 

I admit it is under a general law. There is one in my congressional! 
district in Cumberland. 

In 1939 there was one to the Kansas City Public Service Corp. 

As a matter of fact, there is one right here in the District of 
Columbia, I believe, this year to a sightseeing bus company, a loan of 
$150,000 to the Greyhound Lines Sightseeing Co. just in January, so 
there is precedent for Government loans to privately operated trans- 
portation systems. 

It is all those things, Mr. Chairman, that I have in mind in con- 
nection with questions that I would like to ask the Commissioners. 

Mr. Harris. I appreciate that, of course. That is merely a rebuttal 
of the other side from the position which the Commissioners-have 
taken. Nevertheless, we are very glad to have the expression of our 
colleague on this particular problem. 

(Mr. Hyde submitted the following statement :) 


STATEMENT SUBMITTED BY Hon. DEWITT S. HYDE, MEMBER OF CONGRESS 


Two inconsistent and self-contradictory criticisms have been directed to the 
financial aspects of the Kampelman plan. On the one hand, it is contended that 
there will only be $1 million of investor money which will control a $25 million 
corporation and that such a highly leveraged capital structure will result in 
exorbitant earnings for the $1 million investment. On the other hand, it is 
contended that such a capitalization is inadequate to operate the company. 
In other words, there is a concurrent fear both of failure and of exorbitant 
profits. It is obvious that each of these criticisms cannot be valid and it can be 
demonstrated that neither of these extremes are valid. 


I. FROM THE STANDPOINT OF A SUCCESSFUL OPERATION 


If the company succeeds, the first thing to realize is that the investment of the 
private investors will not be $1 million but will be $5 million. If the company is 
financed by the underwriting of $4 million of securities for sale to the public at 
its inception, then the private capital will be $5 million from the start. If, 
however, it is necessary to use a Government-guaranteed loan of not to exceed 
$4 million, that loan will be paid off with funds generated by operations or by 
funds derived from the later sale of securities to the public. Under the proposed 
franchise, the loan secured by Government guaranty would be terminated within 
3 years. Thus, if the company is successful, within a period not to exceed 3 years, 
private investors will have $5 million and not $1 million in the business. 

The fear of excessive profits to the investors who put up the $1 million of base 
equity capital must, therefore, in any event, be limited to a period not more than 
3 years. This fear, however, is groundless. During the period when a Govern- 
ment-guaranteed loan may be outstanding it would be entirely appropriate for 
the terms of the Government guaranty to limit the payment of dividends on the 
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common stock. The proposed franchise contains a self-imposed limitation on 
the payment of dividends on the common stock to 6 percent of the par value of 
such stock outstanding. Thus, as long as there is only $1 million of common 
stock outstanding, no more than $60,000 per year could be paid in dividends. It 
would seem desirable in order to facilitate the sale of securities to the public to 
retire the Government-guaranteed loan that provision be made for the payment 
of reasonable dividends on the outstanding common as a means of improving the 
sale of the new securities. 

The fear of excessive profits on the $1 million investment is based on the theory 
that the capital structure will be highly leveraged. Leverage in the capitaliza- 
tion operates to maximize earnings available for the equity security only if the 
interest rate on the great amount of debt is substantially less than the earning 
capacity of the properties. The important thing to bear in mind, however, is 
that this company will not get cheap debt and has limitations on its earnings 
capacity. The major portion of the debt will be represented by equipment trust 
certificates which will probably bear at least a 5-percent interest charge. For 
example, if the company were to earn an overall return of 6 percent on a $25 
million investment and had to pay an average of 5-percent interest on $24 million 
of debt, the 1-percent differential in the debt rate and a rate of return would 
amount only to $250,000. In appraising leverage earnings, it must always be kept 
in mind that they cannot be relied upon because a slight shift in either revenues 
or expenses would wipe them out. In any event, such leverage would continue 
only for the limited 3-year period while a Government-guaranteed loan was out- 
standing, and, even during that period, the leverage in the equity would be 
rapidly disappearing by virtue of the retirement of equipment trust certificates 
which have a 7-year maturity. In other words, in the 3 years almost 50 percent 
of the $18 million or so of equipment trust debt would be retired. 

Apart from the fact that if the company is successful the private investors 
will have $5 million in the business and not just $1 million, it is basically un- 
sound to view equipment trust certificates as permanent capitalization. This 
debt will have a 7-year maturity and, therefore, is different from permanent 
cebt capital which has much longer maturities. The equipment trust debt by 
far represents the larger segment of the capitalization. On the basis of 900 new 
buses at an average cost of $22,500 per bus, the cost of the new bus fleet would 
be $20,250,000. A downpayment of 10 percent would be required so that the 
equipment trust debt on the new buses would approximate $18 million. It is 
worth noting that it is the vendors of the buses who really have the largest 
financial stake in the enterprise and that they do not appear to be concerned 
about their position. It is significant that the estimated depreciation accruals 
are just about equal to the equipment trust payments. The equipment trust cer- 
tificates would be paid off in 7 years, whereas the buses have a substantially 
longer life. This will have the practical effect of creating a substantial equity 
in the bus fleet. Thus, if the buses are paid off in 7 years and have a life of at 
least 10 years, the company will be building up an equity in the fleet of approxi- 
mately 30 percent of the $20 million cost over a period of 10 years. 

It should be pointed out that, even if the company is financed with a guaran- 
teed loan, the common-stock capitalization of the District Transit Co. would 
compare favorably with that of the Baltimore Transit Co. which, as of Decem- 
ber 31, 1955, had outstanding 869,423 shares of common stock at $1 par value 
and only $27,602 of earned surplus. Thus, the common stock and earned surplus 
of that company is less than $1 million. That company is comparable in size 
to the Washington operation. For example, the fixed assets as of December 31, 
1955, were approximately $25 million. The operating revenues of the Baltimore 
Transit Co. for 1955 were about $22 million. That company had about $10 
million of capital surplus on its books representing profits from the reacquisi- 
tion and retirement of its own securities, but such surplus does not reflect an 
investment by the stockholders in the enterprise. 

In appraising the capital structure of the District Transit Co., it must be 
borne in mind that this would be a new company with new plant and rolling 
stock and with a simple and clean balance sheet. Unlike the situation found 
in old transit companies, including Capital Transit, there would be no question 
of the adequacy of depreciation reserves or whether there is an impairment in 
capital because the existing depreciation reserves are inadequate to reflect the 
true depreciation and obsolescence of streetcars and old streetcar barns and 
shops. For this reason, it may be found that in many older transit companies 
there is in fact no real equity in the junior securities. This is not so in the 
new District Transit Co., the value of whose junior securities will depend ex- 
clusively on favorable operations. 
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Those who are concerned with the possibility that the private investors will 
seek to withdraw their capital quickly through the payment of heavy dividends 
completely misjudge the basic economic facts of the enterprise and the probable 
investment objectives of the suppliers of the $1 million. As a hew company, 
there are no accumulated wartime reserves; there is no melon to cut as there 
was in Capital Transit and other older companies. The objective of the in- 
vestors must be to create values for their investment by improving the book 
value of their securities through retained earnings, reduction of equipment trust 
certificates, and good results of operations, Although dividends are one of the 
things investors look at, in a new transit company capital gains through increase 
in value of securities is a more reasonable prospect. This cannot be achieved 
if the cash resources of this new company are drained out. 


Il. FROM THE STANDPOINT OF AN UNSUCCESSFUL OPERATION 


If the new enterprise is a failure, the situation at that time from the stand- 
point of the Government would be better than it is now. In the event of such 
a failure, it would then be necessary to create a public authority, but that would 
be done after it had been clearly demonstrated that private enterprise cannot 
successfully operate in the District of Columbia. In this connection, it must be 
realized that this basic fact has not yet been demonstrated but that history is 
quite to the contrary. 

if the company failed, the Government could step in and take over the prop- 
erties if no other private investor were interested. Under the proposed fran- 
chise, the properties would be available at original cost depreciated. This 
provision eliminates the litigation which would be involved if the Government 
now took over the properties of Capital Transit. Moreover, the Government 
would be acquiring a new all-bus operation with efficient and properly located 
shops and garages. Such a system would be far superior to the present Capital 
Transit system with about 13 different shops and garages and with a mixture 
of st.eetcars and several makes of buses. 

If the failure of the District Transit Co. occurred while all or any part of 
the Government-guaranteed loan was outstanding, the right of the Government 
under the proposed franchise to acquire the properties at depreciated original 
cost protects the Government against any losses from the extension of credit. 
Any portion of the loan which the Government would have to pay under its 
guaranty would be offset against the purchase price the Government would 
have to pay District Transit Co. for the acquisition of its properties. 

It truly seems that from the Government standpoint the Kampleman plan is a 
most attractive solution to the present problem; it is one in which the Govern- 
ment can’t lose financially. Moreover, if at any time the Government becomes 
dissatisfied with the kind of service being rendered, the Government, under the 
proposed franchise, could step in and take the properties over at an agreed 
figure and at that time bring about a public authority. The right of the Gov- 
ernment to do this constitutes an adequate assurance that the company will 
be reasonably operated as a private enterprise as long as there is economic 
justification for the operation. 

The continued operation of the Capital Transit service as a private enterprise 
is essential to the effectuation of an integrated mass transit system for the 
entire metropolitan area. If the Capital Transit franchise becomes publicly 
operated, it will be impractical to achieve any coordination of this operation with 
the other privately owned transit systems serving the metropolitan area. De- 
velopment of an areawide system of transit requires that all the companies 
either be publicly owned or all privately owned. Since Capital Transit is by 
far the largest of the area transit companies, it is reasonable to expect that 
if Capital Transit goes public that eventually the other companies will become 
publicly owned and operated also. 

Mention has been made in the press that the existence of a Government- 
guaranteed loan would somehow interfere with the regulation of the com- 
pany by the District of Columbia Public Utilities Commission. This theory 
has merely been stated but not articulated and it is difficult to comprehend. In 
this connection it should be pointed out that extensive Government loans and 
guaranties to the railroad companies by the Federal Government through the 
RFC did not impair the effectiveness of the regulation of such companies by the 
Interstate Commerce Commission. It is difficult to see why the situation would 
be different in the case of a local transit company and a local regulatory agency. 
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Mr. Harris. Thank you very much, Mr. Commissioner, and we do 
want to get to Mr. Colladay. 

Mr. Hayes. Mr. Chairman, I have been advised that Mr. Sonnen- 
berg, to whom I made reference and whose statement has been offered 
here for the record, is here present if you desire to hear him. 

Mr. Harris. We will not have an opportunity to get to him this 
morning. 
I stated specifically the purposes of this meeting today, and if we 
permit people to come in and come in and come in, we will never get 

through. 

Mr. Hayes. May I ask that the statement as prepared by him, to- 
gether with the statistics, be put in the record 4 

Mr. Harris. That has already been included in the record. 

Mr. Hayes. Thank you, Mr. Chairman. 

Mr. Harris. Mr. Colladay ¢ 


STATEMENT OF E. F. COLLADAY, OF COLLADAY & COLLADAY, WASH- 
INGTON, D. C.; ACCOMPANIED BY DAVID C. COLLADAY, AND 
MORRIS FOX, ON BEHALF OF B. & F. TRANSPORTATION, INC. 


Mr. E. F. Cottapay. Mr. Chairman and members of the committee, 
Iam E. F. Colladay, and I should like to have with me at the witness 
table my partner, David C. Colladay, and Mr. Morris Fox, who is our 
client, if I may have permission to have them here? 

Mr. Harrts. Certainly. 

Mr. Colladay, you may proceed. 

Mr. E. F. CotnApay. Mr. Chairman and members of the committee, 
my name is Edward F. Colladay, member of the law firm of ¢ ‘olladay 
& Colladay, 1331 G. Street, NW., Washington, D. C. 

We are counsel for Mr. Morris Fox, his company B. & F. Transpor- 
tation, Inc., a Delaware corporation, his partnership firm B. & F. 
Transportation, and his partner Louis Brodsky. 

These interests have a net worth of almost $1 million, all within the 
District of Columbia. 

Mr. Fox is a native-born citizen of the District of Columbia and 
Mr. Brodsky has been a resident of the District of Columbia for about 
40 years. They are both well known in business circles. For many 
years they have operated successfully transportation services at a sub- 
stantial profit. 

They are one of the largest firms in that business in the District of 
Columbia, and they operate from Washington to Key West, Fla., 
making deliveries to naval and military stations along the coast, and 
doing extensive transportation work for various prince ipal firms doing 
business in the District of Columbia and elsewhere. 

My clients desire to acquire control of Capital Transit Co. and to 
that end present to the committee the following three proposals, the 
acceptance of any one to exclude the others from ‘further consideration. 

May I digress at this moment and say that, as promptly as possible, 
we will present the same matters to the Public Utilities Commission, 


but we are presenting them here in order to get them into the record 
before it is closed. 


a 
‘ 
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FIRST PROPOSAL 


They are prepared to purchase the controlling stock of Capital 
‘Transit Co. known as the Wolfson group’s stock, of approximately 
400,000 shares, and through arrangements now actively pending with 
a local bank, intend to make a downpayment of $1,500,000 as part of a 
purchase price of $14 per share for the entire Wolfson group of stock. 

This will involve the delivery to my clients by the Wolfson group 
of all the certificates representing their shares of stock and guarantee- 
ing that they will constitute control of the company; the B. & F. 
Transportation, Inc., Bb. & F. Transportation, Morris Fox and wife, 
and Louis Brodsky and wife, making and delivering to the Wolfson 
group a promisory note or notes for the balance of the purchase price 
of the stock, payable $1 million in 1 year and $3,100,000 in 2 years, said 
notes to bear interest at 4 percent, interest payable semiannually on 
unpaid balances. 

This offer is contingent upon the Capital Transit Co. being given 
a new franchise by act of Congress with the special provisions here. 
inafter stated. 

SECOND PROPOSAL 


The Fox group have offered to Mr. J. A. B. Broadwater, president of 
Capital Transit Co., to purchase all the assets of that company for 
$13,440,000 to be paid in all cash as hereinafter indicated, and assume 
all the liabilities of the corporation. 

If this offer is accepted by the board of directors and stockholders of 
the corporation, the purchase price cash will be raised by loans on real- 
estate and equipment trust notes financed over a period of years, the 
real-estate loans to be for the term of 15 years, bearing 4 percent, 
payable $6.33 per thousand in monthly payments, the payments to be 
applied first to accrued interest and then to reduce the principal. 

‘he remainder of the money will be raised by equipment chattel 
trusts secured upon all the ss equipment of the company, secur- 
ing notes maturing serially monthly over a period of 72 months with 
interest 414 percent. This proposal also is subject to the obtaining 
of the franchise and with the provisions hereinafter stated. 


THIRD PROPOSAL 


An offer has been made to president J. A. B. Broadwater of Capital 
Transit Co. by the Fox group to purchase the entire 960,000 shares of 
stock of the company at the price of $14 per share which, if all stock- 
holders should accept, would amount to $13,440,000. 

There is available to be applied to this offer a proposed loan of $3 
million to be made by a New York bank, to be secured upon the rolling 
stock of the company. The balance of the purchase price would be 

aid in 10-year income bonds of B. and F. Transportation, Inc., these 
alas to be secured upon the shares of stock purchased by B. and F. 
Transportation, Inc.; the rate of interest to be 5 percent. In lieu of 
the prorata of cash and the income bonds, the stockholder may retain 
his stock. 

I have here the original letter on the letterhead of the First Na- 
tional City Bank of New York, making the conditional commitment 
to make that loan of $3 million. 
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It is addressed to me as counsel and trust officer of the Second 
National Bank of Washington. That is mere descriptio personnae; 
the Second National Bank of Washington is not tied into this offer 
even though I am described in the letter as an official of that bank. 
{ have been a director of that bank since 1917. That loan is available 
and the money is there in the New York bank. 

Mr. Harris. Can we have the letter as a part of record? 

Mr. E. F. Cotnapay. Yes. 


I would like to offer the copy and retain the signed original. 
Mr. Harris. Yes. 
(The letter referred to follows :) 


THE First NATIONAL City BANK OF NEw York, 
New York, N. Y., February 8, 1956. 
Mr. Epwarp F, CoLiapay 
Counsel and Trust Officer, 
The Second National Bank of Washington, 
Washington, D. C. 

DeaR Mr. CoLtLtapAy: We have considered the proposal which you have out- 
lined in brief pertaining to a $3 million loan to a group of individuals who have 
expressed their intention to purchase control of the Capital Transit Co. in 
Washington, D. C. It is our understanding that such a loan would be repaid 
over a period of 3 years in annual installments of $250,000 during the first 2 
years and $2,500,000 in the third year. 

Our review of the proposal has necessarily been brief due to the urgency 
involved in the time element. On the basis of the information available with 
respect to the company and from what you have told us of the individuals inter- 
ested in acquiring control of Capital Transit, we believe there is a basis for pursu- 
ing this matter and will discuss it with you as events develop. Specifically our 
interest is.conditioned upon.satisfactory resolution of the following: 

(1) That the franchise under which the company will operate is satisfactory in 
all respects from our point of view. Such franchise shall provide at a minimum, 
but without limitation, reasonable assurance of an extended period of operation 
(at least covering the life of our loan) by private ownership with a reasonable 
prospect of earning a fair return on investment under competent management. 

(2) That our loan: 

(a) Will be a direct obligation of the operating company. 

(a) Will be secured by chattel mortgages on all revenue equipment. 

(c) Will not exceed the lesser of (i) $3 million or, (ii) 75 percent of net 
depreciated book value of revenue equipment. 

(3) That without the consent of the banks the company will not, during the 
life of the loan incur obligations for additional term debt unless such debt shall 
be fully subordinated to the bank loans as to maturities and claims on assets. 

(4) That company shall agree to maintain minimum net working capital at a 
figure satisfactory to the banks. 

(5) That the company will be restricted as to dividend payments and retire- 
ment of equity during the life of the bank loan. 

(6) That we be supplied with detailed information with respect to fixed assets 
showing their gross and depreciated values as well as a schedule of equipment 
owned together with the estimated remaining life thereon. 

(7) That after receiving detailed information on the background and business 
experience of the principals involved in this transaction we are satisfied that they 
are capable operators and desirable customers of this bank. 

We are delighted that you have thought of us in connection with this proposal 
and look forward to working with you as events progress. 

Sincerely yours, 
AxLsert W. Amps, Assistant Cashier. 


Mr. E. F. Cotnapay. This proposal will not be operative until the 


owners of at least 400,000 shares of the capital stock of Capital Transit 
Co, accept the offer. 
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This assignment will not carry the voting power of the stock, which 
power will be expressly reserved to B. and F. Transportation, Inc., as 
also will be the dividends upon the stock. 

With the acceptance of this offer by the individual stockholders, 
they will sign and deliver stock powers empowering the holders of 
specified offices of B. & F,. Transportation, Inc., to vote the shares of 
stock at the stockholders’ meeting to authorize the execution by Capital 
Transit Co. of the note for $3 million, mentioned in that letter, payable 
to the First National City Bank and the chattel mortgage on the roll- 
ing stock of the transit company, securing the same, thus cover ing the 
$3 ‘million loan to be made by the New Y ork bank. 

The minutes of the meeting of directors and minutes of meeting 
of stockholders to authorize the issuance of the note and chattel mort- 
gage will be held 1 or more days prior to the closing and the resolu- 
tions of authorization to take effect upon the happening of the other 
necessary events with respect to the franchise, and so forth, as herein- 
after stated. 

The shares of stock securing the bonds will be deposited with a bank 
or trust company with a proper escrow contract covering the terms 
of the deposit. This proposal, like the first and second, will be con- 
tingent upon the granting of the franchise on the terms hereinafter 
stated. 

The new franchise proposed by the Fox group to be granted by act 
of Congress to the Capital Transit Co., which shall be described 
therein as a subsidiary of B. and F. Transportation, Inc., shall con- 
“ provisions as follows: 

. The issuance of the bonds shall be approved, being bonds for 
10: years at 5 percent, the interest payable semiannually. 

2. The Capital Transit Co. shall be assured of such rates of fare 
and waivers of taxes as will assure it of a fair rate of return, which 
shall be 714 percent on its capital structure as fixed from time to time 
by the Public Utilities Commission. 

The act of Congress shall provide that the gross sales tax 0 the 
valle le mileage tax shall not be collectible except for any year in 
which the company’s earnings exceed the amount necessary to ties 
the fair rate of return of 714 percent, and then only to the extent of 
such excess; the taxes otherwise to be waived. 

(D. C. Code, 1951 edition, supp. 3. ch. 17, par. 47-1701, as to gross 
receipts tax; D. C. Code, 1951 edition, supp. 3, par. 47-2331 (b), as 
to vehicle mileage tax.) 

4. The new franchise shall authorize Capital Transit Co. to operate 
street railway and bus service to the full extent now in operation and 
it shall not be required to remove any tracks until the condition of 
the tracks and the cars operated thereon as rae in the latest 
Gilman report have reached the point where the tracks should be 
removed and the use of the cars discontinued; and at which time the 
company shall be required only to pay for the removal of the tracks 
and the repaving of so much of the streets as was occupied by the 
tracks which extends 2 feet on each side of the rails; and this operation 
shall occur at the same time that the District of Columbia is repaving 
or resurfacing the street. 

5. The cost of snow removal and sanding of streets during or after 
storms shall be apportioned equitably between the Capital Transit 
Co. and the District of Columbia. 
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6, All questions affecting the operations of the Capital Transit Co. 
io be passed upon by the Public Utilities Commission shall by that 
Commission be promptly set down for hearing and shall be decided 
within 30 days after the hearing is held. 

As to relations with labor, the franchise should contain a pro- 
vision for collective bar gaining, no-strike clause, and binding arbitra- 
tion. The procedure for arbitration should be substantially as fol- 
lows: 

(a) The chief judge of the United States District Court for the Dis- 
trict of Columbia shall be required, upon proper application by either 
labor or management or both, to designate three of the justices of that 
court to sit as a special court of arbitration and the expenses shall be 
ies by management and labor equally. 

b) A board of arbitration consisting of the president of the Board 
of pa of the District of Columbia, the chairman of the 
Public Utilities Commission, and a prominent citizen to be selected 
by the board of directors of the Washington Board of Trade. 

(c) The Board of Commissioners of the District of Columbia shall 
select the 3 members of the board of arbitration, 2 of whom shall be 
experienced and able businessmen or lawyers, and 1 shall be a prom- 
inent member of the clergy. 

The present pension plan shall be continued. 

The franchise shall provide for its continued existence for a 
minimum of 10 years and automatic renewal thereof for periods of 
» years. 

10. In other respects, the franchise shall contain all the appropriate 
conditions of the present franchise in the joint resolution of Con- 
gress, Public Resolution No. 47, 72d Congress, approved January 
14, 1933 (47 Stat. 752, ch. 10). 

[ may say here that the intention is to retain all the white-collar 
workers who were mentioned by one of the witnesses here this 
morning. 

The board of directors should be fixed at 18, to be comprised of 
prominent residents of the metropolitan area, selected from among 
leading bankers, lawyers, engineers, physicians, members of the clergy, ' 
department store heads, recently retired persons, Government em- 
ployees or officials, realtors, investment and insurance brokers or 
officials, chain store operators, and civic leaders. Included in these 
should be representative women and representatives of the colored 
race, 

That is our statement and we will in due course, Mr. Chairman and 
members of the committee, submit that to the Public Utilities Com- 
mission and the District Commissioners when they will give us some 
time. 

Mr. Harris. Thank you, Mr. Colladay. 

What do you mean by “due course” ? 

Mr. Corttopay. Well, we can apply for a hearing, put in our re- 
quest, this afternoon. 

Due course, Mr. Chairman, as. indicated by one of the proposed 
provisions in the charter, is that they have a hearing and that they 
ret nder a decision in 30 days. There are plenty of decisions in the 

history of English courts where the judge gives his decision down 
from the bench right after hearing the case. 
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I think in these matters the Public Utilities Commission, with all 
the knowledge it has and with all the experience it has and with 
all its technical assistants, could give no oan reason for not rendering 
a decision on a rate increase or a rate reduction in 30 days. 

Mr. Harris. There is one matter involved here, what the owners 
of the Capital Transit stock have to say about it. 

Mr. E. F. Couiapay. That is right. We have been negotiating 
through two channels on that matter and have very strong encour- 
agement as of yesterday’s date that we should be able to buy the 
Wolfson stock upon the downpayment of $1.5 million at $14 a share, 
and the deferment of the remainder secured properly. 

Mr. Harris. I understand you propose to purchase the stock of 
what is referred to as the Wolfson group. 

Then it would not be necessary to have the $3 million loan from the 
Bank of New York. 

Mr. E. F. Cottapay. No, sir; it would not. 

To use that $3 million in its present condition, as shown in that let 
ter, we believe we would have to have a stockholders’ meeting at which 
we would have substantially unanimous vote, but I have not requested 
that bank to modify that letter since I got it and it is subject to some 
negotiations because of the very fine statement made public by the 
Capital Transit Co. showing $4 million in cash in bank and showing 
very high values. 

There are tremendous values in real estate here and they are car- 
ried on the books of the corporation at old values; they do not rep- 
resent the present values at all. 

We are confident that loans can be arranged, maximum loans, on 
the real estate, as indicated in one of these proposals, and maximum 
loans on the other properties, and cover the purchase of the entire 
assets. 

Mr. Harris. Now, you say that you plan to make your proposal! 
to the Public Utilities Commission this afternoon ? 

Mr. E. F. Couuapay. Yes, Mr. Chairman, we will tender ourselves 
this afternoon and we will then be subject to call. 

Mr. Harris. Now, as I understand, you plan to have something 
definite from the present owners of the stock of the Capital Transit 
Co. in the immediate future. 

Mr. E. F. Cotuapay. That is correct. 

Mr. Harris. Any further questions? 

Thank you very much. 

Mr. E. F. Cotnapay. Thank you, Mr. Chairman and members of 
the committee, for this very attentive hearing. 

Mr. Harris. Thank you for coming here and presenting your 
proposal. 

Mr. E. F. Cotiapay. I have recollections, Mr. Chairman, of having 
addressed you before on important matters. 

Mr. Harris. I remember very well your having appeared before 
other committees of which I happen to be a member and you did then 
as you have done today—presented your case very well. 

Mr. E. F. CotnapAy. Thank you very much. 

Mr. Harris. I think it would be appropriate for the committee 
to announce, in view of the proposal that has been submitted, that 
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there should be sufficient time for the Commissioners and the Public 
Utilities Commission to give sufficient thought to it, so the committee 
will recess at this time until further notice. 

(The following reports were submitted for the record :) 


NATIONAL CAPITAL PLANNING COMMISSION, 
Washington 25, D. C., February 20, 1956. 
Hon. J. PERCY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


DEAR Mr. Priest: The National Capital Planning Commission has given con- 
sideration to your request to report and comment upon H. R. 8901, to create a 
Washington Metropolitan Transit Authority, and has authorized me to make the 
following statement. 

One of the duties of this Commission is to prepare a mass transportation plan 
as an element of the comprehensive plan. To this end, the Congress has made 
an initial appropriation to the Commission to enable it and the National Capital 
Regional Planning Council “to jointly conduct a survey of the present and future 
mass transportation needs of the National Capital region * * * and to report 
their findings and recommendations to the President, * * *.” 

With these funds, the Commission and Council are now engaged in studies to 
formulate a long-range mass transportation plan which is expected to be com- 
pleted by October 1957. Our interest in the proposed legislation and our com- 
ments thereon necessarily are limited at this time by the fact that the plan is 
not yet formulated. The Commission and Council have completed the first 
phase of this study and transmitted to the President on December 16, 1955, a 
report and recommendations on transit regulation for the metropolitan area of 
Washington, D. C. A copy of the letter to the President and the accompanying 
report, prepared by Jerome M. Alper, are attached. 

At the time the Commission and Council presented their recommendations there 
was no proposal to create a public transit authority and, therefore, the study 
did not comprehend the different character of the problem which would be 
presented if the operating agency were a public authority. 

We believe it may be of interest to call your attention to two of the findings 
and recommendations of the Commission and the Council. First was the recom- 
mended creation of an interstate compact between the District of Columbia and 
the States of Maryland and Virginia for the areawide regulation of transit oper- 
ations. Second was the proposed establishment of a Traffic and Highway Advis- 
ory Board to promote the more efficient use of streets and vehicular facilities 
for the movement of people so as to secure a reduction in transit traveltime 
wherever possible. 

Thus, in view of the fact that the studies of the Commission related only to 
the regulation of private companies and did not anticipate the proposed change 
to a public operating authority, we are not prepared at this time to make 
detailed specific recommendations about the provisions of the bill. 

The proposed legislation appears to obviate the necessity for the present 
joint board, composed of the members of the Public Utilities Commission and 
the Board of District Commissioners, to pass upon changes in routing, service, 
ete. This affects an important provision in the National Capital Planning Act 
of 1952, which makes the joint board responsible for approval of the mass 
transportation plan to be prepared and adopted by the Commission. It is 
desirable to continue to give any such plan an effective status and, therefore, 
the present function of the joint board in this respect should be transferred to 
the new Authority, to whom the Commission would then submit its mass transpor- 
tation plan for approval. 

In view of the committee’s request to expedite the report of the Commission, 
there has not been time to submit the foregoing statement to the Bureau of the 
Budget for clearance as to whether or not it is in accord with the program of 
the President. 

Sincerely yours, 
HARLAND BARTHOLOMEW, Chairman. 

Attachments. 
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NATIONAL CAPITAL PLANNING COMMISSION, 
Washington, D. C., December 16, 1955. 
The PRESIDENT, 
The White House, Washington, D. C. 


My DeEArR Mr, PRESIDENT: We have the honor to transmit herewith the recom- 
mendations of the National Capital Planning Commission and the National 
Capital Regional Planning Council on the organization of regulation of transit 
in the metropolitan area of Washington, D. C. This preliminary report is trans- 
mitted pursuant to Public Law 24, 84th Congress, which appropriated funds to 
enable the Commission and the Council “to jointly conduct a survey of the present 
and future mass transportation needs of the National Capital region * * * and to 
report their findings and recommendations to the President, * * *.” 

The full-scale studies are underway and it is expected that they will be com- 
pleted during the calendar year of 1957. In view of the strong congressional 
interest and the possibility that legislation may be presented at the forthcoming 
session of Congress to create an agency for the regulation of transit in this metro- 
politan area, it has been considered desirable to present our studies on the prob- 
lem of the form of regulation prior to the convening of Congress in January 1956. 
A draft of the prepared enabling legislation will be presented early in 1956. 

These recommendations are based on a report prepared by Jerome M. Alper, 
an active legal practitioner of considerable experience in the field of utility 
regulation and administrative law. We also have the honor of transmitting 
a copy of that report for your full information. 

There is set forth below a summary of the basic points of the consultant’s 
report, followed by the recommendation of the Commission and Council: 

The report considers alternative means of regulating privately operated transit 
in the metropolitan area. A basic conclusion of the report is that the develop- 
ment of an adequate transit system for the metropolitan area requires a single 
regulatory agency exercising jurisdiction coextensive with the metropolitan com- 
munity. The view is expressed, however, that the mere simplification and integra- 
tion of regulation is not alone sufficient and that the change in the form of regula- 
tion must be accompanied by a broadening of the concepts of regulation. It is 
stated to be necessary to formulate and develop a comprehensive plan, areawide 
in scope, designed to deal with the movement of people rather than vehicles and 
to create a balanced system of transportation, under which the private auto- 
mobile and mass transit each performs the function of moving people within 
the area for which each is best suited. 

The report states that competition of the private automobile for commutation 
is diverting passengers from transit, severely affecting the ability of mass transit 
to render adequate service, and is at the root of the serious traffic congestion 
presently being experienced. It expresses the opinion that a material shortening 
of transit traveltime is necessary to encourage an increase in transit patronage. 
In the absence of private rights-of-way for the operation of transit, the report 
states that material improvements in transit traveltime may be obtained only by 
giving transit a preferred position in the use of certain streets during peak hours. 

The implementation of this basic policy requires the bringing together in a 
single administrative organization of the transit regulatory function and all of the 
agencies of local government dealing with traffic engineering and enforcement, 
for the administration of a comprehensive plan for transportation in the metro- 
politan area. For this purpose, the report recommends the creation of a traffic 
and highway advisory board in the regulatory agency. This board would be com- 
posed of the heads of the traffic agencies and highway agencies and representa- 
tives of the planning commissions of the local governments in the area. The 
function of this board would be continuously to study means of shortening transit 
traveltime and to advise the transit commission with respect thereto. The policies 
of the board, when approved by the transit commission, would be put into effect 
through the individual members of the board as found practicable by their re- 
spective local governments. The transit commission would not be empowered 
to compel the board to adopt specific policies, and the relationships between the 
board and the transit commission would be on a cooperative basis. 

The report considers several alternative means of regulation: (1) The coordi- 
nation of the separate regulation by the several jurisdictions ; (2) the centraliza 
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tion of regulation in a Federal agency ; and (3) the centralization of regulation 
in a transit commission created by interstate colupact between Virginia, Mary- 
land, and the District of Columbia. It rejects coordination of regulation by the 
four agencies presently regulating transit in the area as being ineffective for 
achieving the necessary degree of integration. 

The report gives detailed consideration to the relative merits of integrating 
regulation through a Federal agency and through an interstate compact com- 
mission, With a major reservation with respect to the power of the Federal 
Government to regulate intrastate transit in Virginia and Maryland in the 
absence of a showing that such regulation is hecessary to protect the interstate 
commerce from undue burdens and discrimination, it is concluded that both the 
Federal agency and the compact Commission legally could serve as a means of 
unifying regulation. 

The report expresses a clear preference for the interstate compact as a basis 
for regulation, primarily on the grounds of its greater Suitability to deal with 
purely local problems, and on the further grounds that the national interest in 
transit in the Capital City and its environs may be adequately protected by a 
compact in which the District of Columbia participates, 

The report considers in detail the legal basis for a compact, particularly the 
right of the States to regulate interstate commerce and the right of the States 
to delegate their inherent police powers to an organization of States. The con- 
clusion of the report, supported by judicial citations and reasoning, is that, in 
the absence of express prohibitions in the constitutions of the States, metro- 
politan area transit may be regulated through an interstate compact. 

In this connection, specific attention was directed to the constitutions of 
Maryland and Virginia. Based on an informal opinion submitted by the attorney 
general of Maryland, the report states that there are no constitutional inhibi- 
tions in the Maryland constitution precluding that States from participation in 
a compact. 

Reierence is made to an informal opinion of the attorney general of Virginia, 
Which holds that the provisions of section 164 of the Virginia constitution would 
preclude the general asseinbly from enacting legislation divesting jurisdiction of 
the State Corporation Commission, or the courts of Virginia, over common car- 
riers. In view of this ruling, the report sets forth certain suggested compact pro- 
Visions which it is stated ay sufficiently protect the jurisdiction of Virginia by 
meeting the constitutional requirements. 

In any event, it is stated that the absence of jurisdiction over Virginia intra- 
state commerce need not be fatal to areawide regulation by compact. From 
data presently available, it appears that such trafic accounts for only approxi- 
mately 5 percent of the total area transit traflic. By the use of the joint board 
device whereby the Virginia commission would designate the compact commission 
as a joint board to hear and make recommendations with respect to transit 
matters in the Virginia portion of the metropolitan area, it is stated that the 
hecessary degree of simplification and integration of regulation may be achieved 

‘The report presents detailed discussion on the method of staffing and financing 
the compact commission and the powers and duties to be delegated to that com. 
mission under the utility law, which will be part of the compact. 

The report has been considered by representatives of the jurisdictions involved 
and by the National Capital Planning Commission and National Capital Regional 
Planning Council, and these groups are of the opinion that the preferable form 
of regulation is by means of an interstate compact substantially as set forth in 
the report. In the event Virginia determines that constitutional limitations pro- 
hibit the commonwealth from including the Virginia intrastate traffic, it is ree- 
ommended that the compact commission be set up to have jurisdiction over intra- 
District traffic, Maryland intrastate traffic and vver interstate traffic between 
Virginia, Maryland, and the District of Columbia. 

Respectfully submitted. 

(Signed) Harranp BARTHOLOMEW, 
Chairman, National Capital Planning Commission. 
(Signed) Max §. WERRLY, 
Chairman, National Capital Regional Planning Council. 
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(This report accompanies recommendations submitted to the President by the 
Commission and Council December 16, 1955.) 


TRANSIT REGULATION FOR THE METROPOLITAN AREA OF WASHINGTON, D. C, 


Prepared for National Capital Planning Commission and National Capital 
Regional Planning Council by Jerome M. Alper, December 1955 


WASHINGTON, D. C., December 14, 1955. 
Hon. HARLAND BARTHOLOMEW, 
Chairman, National Capital Planning Commission, 
Interior Building, Washington 25, D. C. 

My Dear Mr. CHAIRMAN: I have the honor to transmit herewith my report 
prepared for your Commission and the National Capital Regional Planning 
Council on alternative means for regulating transit in the metropolitan area of 
Washington, D. C. 

Respectfully yours, 
JEROME M. ALPER, 
SCOPE OF THE REPORT 


This report is submitted as part of an overall study of the present and future 
mass transportation needs of the National Capital region being jointly con- 
ducted by the National Capital Planning Commission and the National Capital 
Regional Planning Council at the direction of Congress. 

The report is limited in scope and deals solely with regulation of privately 
operated transit systems and does not concern itself with the policy question 
of whether transit should be publicly or privately owned. The central question 
considered is how the regulation of transit in the metropolitan area of Wash- 
ington, D. C., which lies in three political jurisdictions, may be adapted best to 
serve the needs of the metropolitan community. The report considers various al- 
ternatives for the organization of transit regulation in the metropolitan area 
and analyzes and evaluates such alternatives from both legal and functional 
aspects. Problems dealing with the substantive aspects of transit regulations and 
operation, such as type of transit service, rates, standards of service, and other 
substantive matters will be dealt with in other phases of the study. 

The conclusion drawn in this report is that simplification and integration of 
both regulation and operations are necessary, and that these objectives best can 
be attained by the centralization of regulation in a single agency. Centralization 
at the Federal level through a Federal regulatory agency and centralization at 
the State level through an interstate compact are both considered. The rec- 
ommendation of the report is that the cooperation of the States through an inter- 
state compact is the preferable form of regulation. 

It is also concluded that such simplification of the regulatory organization 
is not of itself sufficient to provide an adequate transportation service for the 
metropolitan area. The change in the instrumentality of regulation must also 
be accompanied by a change in regulatory objectives. The goal of metropolitan 
area transit regulation must be the most efficient use of the streets and highway 
facilities for the movement of people. The implementation of this policy ob- 
jective requires the coordination of the activities of all the agencies of local 
government performing functions bearing on the movement of people and vehiclees 
and the bringing of such agencies together in a single organization, to which is 
delegated the responsibility for the execution of the transit policy. 


FACTORS AFFECTING THE ORGANIZATION OF REGULATION IN THE METROPOLITAN 
AREA 


The nature of the regulatory agency, its jurisdiction, and the powers which 
should be delegated to it cannot be determined in the abstract. The legal mech- 
anism should evolve from actualities and should be designed to cope with the 
problems of the regulated industry and the needs of the public. It is, therefore, 
necessary first to set forth and consider these problems and needs with which the 
regulation would have to deal. 


Metropolitan area 

The metropolitan area, although it is in fact a single community, geographi- 
cally is part of three separate political jurisdictions, the District of Columbia and 
the States of Maryland and Virginia. The seat of the National Government is 
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jocated in the city of Washington and its environs, and Government is the prin- 
«ipal industry of the area and its largest employer. There has been some dis- 
persion of Government facilities in the area outside of the city of Washington 
and considerable decentralization of business to the suburban area, but the city 
of Washington is the business, economic, financial, and cultural center of the 
area. In large measure, the people who live in the suburbs work in the city 
and depend on the central city for much of their daily life. The suburban area, 
therefore, properly may be classified, from the standpoint of the transit prob- 
lem, as a “bedroom area” for the city of Washington. 

At this point in the study, there has been no precise delineation of the area 
to be considered as the metropolitan area for transit purposes. The area in- 
volved clearly includes the District of Columbia, the cities of Alexandria and Falls 
Church and portions of the counties of Arlington and Fairfax ‘in Virginia, and 
Prince Georges and Montgomery Counties in Maryland. Distance from the city 
and sharp differences in population densities probably would make it desirable 
to limit the metropolitan area for transit purposes to only a portion of each of the 
four counties. 

Since the area of regulation has not been specifically defined, no population sta- 
tistics for that area may be offered. However, population statistics for the 
District of Columbia and the four counties are informative for present pur- 
poses. In 1955, the aggregate populatiton of these political jurisdictions was 
approximately 1,827,000, of which approximately 840,000 was in the District 
of Columbia, approximately 419,000 in the Virginia counties, and approximately 
568,000 in the Maryland counties. The suburban areas are growing at a much 
faster pace than the District of Columbia. Between 1940 and 1950, the District 
of Columbia experienced a 21 percent increase in population, whereas the 
Maryland counties experienced approximately a 100 percent increase, and the 
Virginia counties approximately a 130 percent increase. Since 1950, the popula- 
tion of the District of Columbia has increased only slightly, whereas the subur- 
han areas have continued to grow at a rapid although decelerated pace. 


Regulation in the metropolitan area 


Under the existing organization of regulation, four utility regulatory commis- 
sions, each within its own sphere of regulation, are exercising jurisdiction over 
transit operations in the metropolitan area. Intrastate traffic in Virginia and 
Maryland are subject to the jurisdiction of the State corporation commission and 
the public service commission, respectively. Intra-District traffic is subject to 
regulation by the Public Utilities Commission of the District of Columbia. The 
Interstate Commerce Commission has jurisdiction over traffic moving between 
political jurisdictions. 

From data prepared by the Public Utilities Commission of the District of 
Columbia, it appears that in 1954 the total revenue passengers carried by the 
5 local operating companies aggregated approximately 198 million. Of this 
total passenger movement, approximately 157 million represented revenue passen- 
gers within the District of Columbia, approximately 27 million in Virginia, and 
approximately 13 million in Maryland. These figures do not purport to reflect 
the breakdown between intrastate and interstate traffic, but only reflect the 
revenue passengers transported by the carriers operating in each jurisdiction. 
Except for the passengers carried by Suburban Transit Co. (1,200,000 esti- 
mated) and W. M. A. (approximately 4 million), the figures for the District of 
Columbia and the Maryland counties represent the revenue passengers of Capital 
Transit. The Virginia revenue passengers were divided approximately 16,500,000 
to A. B. & W. and 10,500,000 to W. V. & M. 

Although no figures are available showing the breakdown of the traffic by 
classes of traffic, it is clear from the statistics on revenue passengers presented 
above that the intrastate traffic in Maryland and Virginia must be a relatively 
small portion of the total movement in the area, because the figures presented 
include both interstate and intrastate passengers. There is no information avail- 
able at this time on the interstate movements, the Maryland intrastate traffic, or 
the intra-District traffic. It has been estimated, however, that approximately 
a third to 40 percent of the Virginia traffic is intrastate. 

The jurisdiction of the Interstate Commerce Commission over motor carriers 
is subject to the commercial zone exemption of section 203 (b) of the Interstate 
Commerce Act. Under this section, the Commission may exempt from most 
of the provisions of that act the transportation of passengers in interstate com- 
merece wholly within a municipality or the commercial zone surrounding it, pro- 
vided that the motor carrier is also engaged in the intrastate transportation of 
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passengers over the entire length of the interstate route. The exemption, how- 
ever, may be denied if the Commission finds that exercise of its jurisdiction is 
necessary to carry out the national transportation policy, as declared in the 
Motor Carrier Act. Under this doctrine, the Interstate Commerce Commission 
has exempted the motor-carrier operations of Capital Transit between Maryland 
and the District of Columbia. 

Capital Transit also operates two streetcar lines in interstate commerce be 
tween Maryland and the District of Columbia. This operation is also exempted 
from the jurisdiction of the Interstate Commerce Commission under section 1 
(22) of the Interstate Commerce Act as a street, suburban, or interurban railway 
which is not operated as a part of a general steam railroad system of transporta- 
tion. There are no streetcar operations between the District of Columbia and 
Virginia, except for the terminal stop in Rosslyn at the south end of Key Bridge. 

The interstate service between Virginia and the District does not come within 
the commercial zone exemption of the Motor Carrier Act, primarily because the 
earriers involved do not hold operating rights over the portion of their routes 
in the District of Columbia. Moreover, the Interstate Commerce Commission 
has not exercised jurisdiction over the continuation of the journey of an inter- 
state Virginia passenger in the District of Columbia over the facilities of Capital 
Transit. The only exception is with respect to commuter travel between points 
in the District of Columbia and the Pentagon. In this instance, a joint fare 
is prescribed which is lower than the separate combined fares of the carriers. 
Transit service pattern in the area 

At the present time there are 14 separate and privately owned companies ren- 
dering transit service in the metropolitan area. Only 5 companies operate pri- 
marily within the area and the other 9 companies operate over routes, the major 
portion of which lie outside of the metropolitan area. These five companies 
handle all but a negligible portion of the passenger traffic and the report, there- 
fore, will deal primarily with these companies. 

The five companies are Capital Transit Co., Alexandria, Bancroft, and Wash 
ington Transit Co. (A. B. & W.), Washington, Virginia, & Maryland Coach Co., 
Inc. (W. V. & M.), W. M. A. Transit Co., and Suburban Transit Co. 

Capital Transit is operating under an exclusive franchise granted by Con- 
gress, and, except for a very small intra-District operation by W. M. A. in the 
southeast section of the city, serves the entire District of Columbia. Servic 
in Maryland is rendered by Capital Transit and by its wholly owned subsidiar: 
Montgomery Bus Lines, Inc. Suburban Transit Co., which is principally a Mar) 
land intrastate carrier, serves the area around Silver Spring and Bethesda 
This company also operates three interstate routes betwen points in Montgomery 
County, Maryland and 15th and K Streets NW., in the city of Washington. 

The primary interstate service between Maryland and the District of Colun 
bia is rendered by Capital Transit. Except for specific express service at rush 
hours on certain routes, the movement of passengers by bus between points i! 
Maryland and the District of Columbia by Capital Transit involves a change of 
vehicles at the State line. The express service is rendered by a single vehicle 

W. M. A. Transit Co. operates interstate through southeast Washington 
points in and beyond Prince George’s County, Md. It also provides intrastat 
service over its routes in both Maryland and the District. W. M. A. also oper- 
ates one route wholly in the District. Free transfer privileges between this 
intra-District service and Capital Transit routes are extended by the two com 
panies. 

Service in the Virginia portions of the metropolitan area and between Virginia 
and the District of Columbia is rendered primarily by A. B. & W. and W. V. « \! 
Although there 1s some overlapping of service areas beiween these two com 
panies, generally speaking, A. B. & W. serves the southern portion of the Vir- 
ginia area, which includes Alexandria and portions of Arlington County, and 
W. V. & M. serves a portion of Arlington County and Fairfax County. On 
intrastate Virginia service, transfers are available at 5 designated points be- 
tween these 2 carriers, upon the payment of an additional 5-cent fare. There 
are no transfer privileges available between these carriers on any interstate 
movement and, with the single exception mentioned below, there are no transfer 
privileges between these carriers and Capital Transit operating in the District 
of Columbia. 
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Transit fare structure in the metropolitan area 


The fares of Capital Transit are uniform throughout the District of Colum- 
bia. Fares are payable by cash, tokens, or a combination of pass and cash. The 
cash fare is 20 cents, 5 tokens are available for 95 cents (19 cents each), and 
2 weekly permit is also available costing 90 cents, plus 10 cents per ride. There 
is a special school fare of 10 for 75 cents. There are extensive free transfer 
privileges between the various Capital Transit routes. 

The fare structure of Capital Transit in Maryland is on a zone basis with 
t zones of approximately 144 miles in length and the zone rates are 12 cents 
for the first zone and 8 cents for the second zone and 7 cents for each of the other 
~ Zones. 

Both the intrastate and interstate fares of A. B. & W. and W. V. & M. are 
on a zone basis. For intrastate rates, both carriers have a 15-cent minimum fare 
with a 5-cent zone rate differential. The maximum intrastate rate on W. V. & M. 
is 35 cents and on A. B. & W., 45 cerits. Each carrier also has a minimum inter- 
state fare is 20 cents with a 5-cent zone fare differential. The maximum inter- 
state fare on W. V. & M. is 40 cents and the maximum interstate fare on A. B. & W. 
is 55 cents. Each carrier has a special fare for service between the Govern- 
ment installations in nearby Virginia and points in the District of Columbia. 
That fare is 20 cents cash or 16 cents for a ticket. For commuter travel between 
points in the District beyond the terminal of the carriers and the Government 
installations, there is a special interline fare between such carriers and Capital 
Transit Co. of 28 cents payable in tickets only. Except for this service, all 
A. B. & W. fares, both intrastate and interstate, are payable in cash only. On 
w. V. & M., token may be used for both intrastate and interstate service and 
are purchasable at the rate of 4 for 75 cents and each token is the equivalent 
of 20 cents cash. As stated above, there are transfer privileges between A. B. & W. 
and W. V. & M. on purely intrastate traffic at limited transfer points on the 
payment of an additional 5-cent fare. 

The trend of transit riding and traffic congestion 

At this stage of the study there are not yet available official statistics on transit 
and traffic trends. However, existing data may be used for illusrative purposes. 
Although the population of the metropolitan area increased from 1,464,000 in 
1950 to an estimated 1,827,000 in 1955, this period was characterized by a de- 
crease in transit patronage, service, and transit earnings. Form data prepared 
by the Public Utilities Commission of the District of Columbia based on the 
operations of the five local operating companies, the relevant figures may be 
presented as follows: 

Revenue passengers 


[Stated in thousands] 


District of 


Maryland Virginia Columbia 


21, 475 | 34, 099 216, 
19, 495 34, 027 

17, 646 3: 

14, 089 

12, 518 | 


Vehicle miles operated 


[Stated in thousands] 


District of 


Maryland Virginia Columbia 


Total 


| 


5, 740 10, 505 36, 388 52, 
5, 262 10, 736 34, 862 50, 
, 984 10, 142 | 34, 580 49, 
. 706 9, 828 32, 945 | 47, 
, 574 9, 286 30, 841 44, 
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Net income (or deficit) after income taxes 


{Stated in thousands of dollars] 


Distri:t of 





| 
| 
Year Maryland Virginia | Columbia Total 
a Se 
Bis sudan ds ns assign atunensmavmlasil thet (86) 142 878 34 
Nn sisakde <i Meade a eee as zs, 16 322 1, 413 1, 751 
TOR, sg ee ass ee dasdd co cana ate ops rats (6) 201 1, 046 1, 241 
a Re flag RE SEN (125) (93) 897 679 
Ws iinstiidedd eed cl ebbctbubebiian . (124) 46 755 677 





Due to the population increase, the vehicle miles per capita indicates even a 
greater decline in service than may be observed from the vehicle-mile statistics. 
The reduction in vehicle miles per capita between 1950 and 1954 was 36.0 to 24.5. 

During this period, it has been estimated that automobile registrations in 
the metropolitan area have increased from 382,000 in 1950 to 466,000 in 1954. 
This should be compared with total automobile registrations in the area of 
203,000 in 1946. 

It would, therefore, appear that the decline in transit riding has been offset 
by an increase in commutation by private automobile. Moreover, the passengers 
carried per car have averaged something less than two. 

These factors explain in part the severe congestion which characterizes the 
morning and evening rush-hour traffic in the metropolitan area. The effect of 
such traffic conditions, so far as transit is concerned, is to lengthen travel time, 
which discourages transit riding, encourages diversion to the private automobile, 
and thereby further intensifies the traffic congestion. 


Control of traffic, parking, and location of transit-loading stops and platforms 

In the District of Columbia, the various functions of traffic engineering are 
divided between the Department of Motor Vehicles and Traffic and the Highway 
Department. Traffic checking, traffic marking, and placement of signs, signals, 
and meter construction and maintenance are assigned to the Highway Depart- 
ment. Traffic engineering, including regulations for curb parking, one-way 
streets, turn restrictions, redesign of streets and a number of other things relat- 
ing to safe and expeditious movements of people and goods are assigned to the 
Department of Motor Vehicles and Traffic. This Department is also charged 
with motor-vehicle registrations, licensing, inspections, public safety and educa- 
tion, promotion, and publicity. These departments each have their separate 
heads and organization and both are under the general direction of the Engineer 
Commissioner. The Board of Commissioners and the Public Utilities Commis- 
sion have joint control, pursuant to section 40-603 (e) of the District of Colum- 
bia Code, of the routing of common-carrier vehicles and the designations of 
stops and loading platforms and zones and the designation of public space for 
public-vehicle stands. Enforcement of traffic regulations is a function of the 
Metropolitan Police Department. The District of Columbia Parking Agency has 
control over parking meters and the creation and location of public parking lots. 
This agency is under the general control of the Engineer Commissioner. 

In Virginia, the State corporation commission jurisdiction over transit routes 
is limited to the public highways. In incorporated cities, routing is under the 
jurisdiction of the city authorities. Under section 124 of the Virginia con- 
stitution, the consent of the corporate authorities is necessary for any common 
earrier to use the streets and other facilities of the city. In Arlington County, 
routing over highways, other than State highways, is controlled by the county 
highway department, with advice from the county public utilities commission. 
in incorporated cities, traffic and parking are controlled by the city authorities 
and enforcement is in the hands of the local police departments. On the public 
highways and in unincorporated towns, traffic, parking, and enforcement are 
under the control of the State police. The State corporation commission, how- 
ever, has authority to permit common carriers to set up terminals and stops 
along the public highways. 

In Maryland, the public service commission has primary jurisdiction with 
respect to street routing of transit and the location of stops in incorporated, 
as well as unincorporated, areas. However, the public service commission has 
no jurisdiction with respect to routes over roads under the jurisdiction of the 
Maryland-National Capital Park and Planning Commission, which has full 
autonomy in the matter. Traffic regulations and onstreet parking are con- 
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trolled by the municipal authorities in incorporated communities and by the 
State roads commission in unincorporated areas in the counties. Traffic en- 
forcement in incorporated communities is handled by the city police and by the 
State police in unincorporated areas. 


BASIC OBJECTIVES AND POLICIES OF REGULATION 


The postwar period has been one of great and rapid change in the urban 
centers of the country. The metropolitan area centering on Washington has 
been no exception. This community is in a period of basic transition and this 
transition is having an impact on transit. Until recent years, the city was 
relatively self-contained within its own geographical limits and the people who 
worked in the city lived there. Their shopping, entertainment, and all other 
of their daily needs were satisfied by the facilities offered in the city. With 
more favorable traffic conditions and with a more compact community, transit 
did not present a critical community problem, although it has been experiencing 
a diversion of passengers to the private automobile for a number of years. 

The community today is largely different. Suburbanization has greatly ex- 
panded the geographical limits of the community. There has been a concurrent 
decentralization to an important extent of business, entertainment, and other 
services, so that there is less dependence on the facilities of the central city. 
The broadening of the area of the city and the increase in the use of the 
automobile are interrelated, and one feeds on the other. So far as transit is 
concerned, as population spreads out, transit operations become less profitable. 
The greater travel distances, together with something less than completely 
adequate transit service, have combined to further stimulate the use of the 
private automobile. 

It is apparent from the facts presented in the foregoing section that the pat- 
tern of service and structure of rates in the metropolitan area have developed 
on a company and limited service area basis. Regulation limited as it is to 
jurisdictional compartments has deprived any agency of power to orient the 
pattern of service and rates to a communitywide basis. 

Simplification of the complexities both of regulation and multiple operating 
companies clearly is desirable. Horizontal cooperation between the existing 
regulatory agencies in the several jurisdictions would be ineffective to deal with 
the problems presented. There needs to be an integration of regulatory power 
so that coordinated policies for the area as a whole may be formulated and 
executed. The elimination of multiple regulation will also have the incidental, 
though by no means unimportant, benefit of reducing the burden on the operating 
companies of complying with regulation in terms of both time and expense. Each 
major operating company in the area is subject to the jurisdiction of at least 
2 commissions, and in some cases, 3 commissions. 

The mere simplification in the organization of regulation, even though it be 
highly desirable, does not, however, of itself afford any real assurance for the 
solution of the transit problem. The integration of regulation must also be 
accompanied by the adaptation of regulation to the present-day factors affecting 
transit. 

Put in the simplest terms, transit is suffering from a lack of passengers. 
This, of course, is only the symptom of the problem and improvement of traffic 
levels depends upon reaching the causes of the situation. At the base of the 
problem is the competition of the private automobile. Conceivably, the problem 
could be approached by direct restrictions on the use of the automobile for 
commutation, or, more indirectly, by severely limiting on and off-street parking 
facilities. However, such involuntary measures for the restriction of the use 
of such an important and popular means of transportation should not be con- 
sidered until other alternatives are proven inadequate. Transit must accom- 
modate itself to the fact of automobile competition and seek to command patron- 
age by offering a relatively more economical and efficient service. This accom- 
modation, under existing conditions, cannot be realized by unilateral action of 
the transit operators but requires the cooperative assistance of Government 
extended through the formulation and administration of a comprehensive and 
realistic plan for the efficient movement of people within the urban area. 

It must be recognized that transit is at a competitive disadvantage with the 
private automobile in many respects beyond the reach of governmental assist- 
ance, Many people enjoy owning and operating their own automobile; transit 
‘annot universally offer the front-door convenience of the private automobile: 
and under rush hour loading conditions, transit cannot offer the comfort afforded 
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by an automobile carrying 2 or 3 passengers. However, as traffic congestion 
becomes more acute and terminal parking facilities less convenient, the com- 
petitive disadvantage of transit from the standpoint of convenience may be 
lessened, and transit does offer, in most instances, economy. The chief respect 
in which transit could gain in its competition with the private automobile is 
through decreasing transit travel time. 

Although transit can contribute improvements in travel time through sched- 
uling devices, such as the institution of express services, the achievement of 
any basic improvements would require affirmative governmental support and 
cooperation. The best and, perhaps, the only certain means of materially short- 
ening transit travel time would come through operation of transit over private 
rights-of-way. This is a matter for consideration in the larger study. However, 
until final plans are adopted, material improvement in transit travel time can 
be brought about only if traffic engineering and enforcement and highway and 
street development are designed to give transit a preferred status in the use 
of public vehicular facilities, particularly during the hours of heaviest traffic 
congestion. 

The bases for such a policy are the public interest in the most efficient use 
of its publie vehicular facilities and in a mass transportation system capable 
of rendering adequate service. A transit bus carries a greater number of people 
in a much smaller space than the private automobile. The heavy traffic con- 
gestion is making necessary large public expenditures for additional and im- 
proved roads, streets, bridges, and other vehicular facilities. Much of this 
additional capacity is required primarily to serve peak loads. The greater utili- 
zation of transit for the movement of people would ease the pressure for these 
public expenditures. 

A transit service which would be cheaper than commutation by private auto- 
mobile and which would be faster, or, at least, which could compete timewise 
with automobile commutation, should be the objective of regulation. If such 
a program were successful, first, in halting the decline in transit passenger levels 
and, ultimately, in increasing such levels, it would tend to bring about a more 
balanced transportation system in which the private automobile and transit 
would render the service for which each is best suited. The beneficiaries of such 
a program would be the transit riding public through better service, the transit 
operating companies through better results of operation, and the public-at-large 
through less traffic congestion and more efficient use of public vehicular facilities. 
The interest of the latter historically is not a concern of transit regulation, but 
under present and prospective conditions it has become one of the most im- 
portant governmental problems. 

This program will be successful only if regulation can create the favorable 
operating conditions necessary to its effectuation. In the past, regulation has 
been essentially quasi-judicial in nature in that it has been exercised on a case 
basis as applications have been presented. Under the suggested program, regu- 
lation must take on a more active rather than passive character and bring 
together in one organization the agencies of local government dealing with 
traffic, highways, and planning to formulate and administer a plan for the 
efficient movement of people. ‘ 


ALTERNATIVE MEANS OF REGULATION 


The selection of the regulatory instrumentality should be made on the basis of 
its suitability to achieve the basic objectives and policies of regulation. It is of 
paramount importance that the regulatory instrumentality selected be the one 
with the maximum potential for creaing favorable traffic conditions for the 
movement of transit. The fact that the area is located in several political juris- 
dictions, that the metropolitan area is not only a great city but is the seat of the 
National Government, the existence of multiple-operating companies, the present 
pattern of service and rate structure, the size of the metropolitan area, the 
congested traffic conditions, and the pressure caused by heavy traffic for large 
public expenditures for new and improved roadway facilities, are among the 
factors which must be considered. 

The initial deteminaion is between a form of regulation which would (1) cen- 
tralize in a single agency jurisdiction over operations within the entire metropol- 
itan area or (2) coordinate the present separate regulation by the four jurisdic- 
tions involved. We shall first analyze the suitability of separate but coordinated 
regulation. 
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Coordination of separate State regulation 

The objective of a balanced system of transportation can be realized only 
through policies formulated and executed on an areawide basis. In many types 
of problems which are common to several States, it has been found that the 
adoption of uniform laws and regulations provide a basis for the evolution of a 
single policy Over a wide geographic area. The regulation of transit, however, 
does not lend itself to integration through such means. Although ccordination 
of separate regulation by each political jurisdiction would be more promising if 
there were only a single operating company serving the entire area, the existence 
of multiple operating companies renders this approach fruitless. Uniform laws 
will not provide a basis for the effectuation of a service pattern and fare structure 
oriented to the whole community, as distinguished from the service areas of each 
operating company in each jurisdiction. 

Uniform laws alone cannot assure uniform administration by the regulatory 
agencies of the several jurisdictions, but a measure of uniformity could be 
achieved if uniform laws were implemented by cooperation on an informal basis 
between the regulatory agencies. More importantly, however, neither uniform 
laws nor administrative cooperation can assure uniformity of judicially pre- 
scribed standards enunciated upon appellate review. There is in fact, a substan- 
tial basic similarity in the organic laws in the several jurisdictions. This, how- 
ever, bas not achieved uniformity of policy. For example, the rate of return 
allowed Capital Transit by the Public Utilities Commission of the District of 
Columbia is larger than the rates of return allowed transit operating companies 
in other jurisdictions. Variations between jurisdictions and between companies 
in the treatment of the rate-making elements is inherent in the quasi-judicial 
method of the rate-making process. The facts presented by different companies, 
with different financial characteristics, different operational characteristics, and 
experiencing different costs, including labor costs, lead to different rate-making 
answers, 

Another example, and perhaps a more significant one, of the dissimilarities in 
standards arising out of the separation of regulatory responsibility among several 
jurisdictions may be observed from the standards governing abandonments of 
service. The Maryland Court of Appeals has held that the Maryland commission 
must look only at the service involved and not the operations of the entire regu- 
lated company in determining an application for abandonment. The decisions of 
the Maryland courts equally emphasize the segregated approach in rate-making. 
These standards are at variance with those prevailing in the District of Columbia 
for the same company, Capital Transit, and do not provide an adequate basis for 
the development of an areawide pattern of service and rate structure. 

Coordination of regulation can also be approached by means other than uni- 
form laws. These means range from informal and extra-legal cooperation be- 
tween administrative personnel to the formal means of an interstate compact. 
The interstate compact envisioned in this instance would not be a regulatory body, 
but would simply perform advisory functions along the lines of the advisory 
functions performed by the Potomac River Basin Compact Commission. Admin- 
istrative cooperation through these methods, however, would suffer the same 
inadequacies as uniform laws as a means of coordinating regulation. 

In this connection, however, it is worth noting that an effective degree of admin- 
istrative cooperation has been worked out between the regulatory commissions in 
the several jurisdictions with respect to the rates of Potomac Electric Power Co. 
The objectives in that regulation are uniform rates and service standards in the 
portions of the metropolitan area served by this company. The mechanics of 
cooperation are that a full and complete record on the company’s entire operations 
is developed in the hearings before the District of Columbia Commission. These 
hearings are attended and closely observed by representatives of the Maryland 
and Virginia commissions. When the matters are presented before the commis- 
sions of those States the pertinent portions of this record are developed as quickly 
and as simply as possible. Under this method, the commissions have found it 
possible to arrive at uniform rates. Basic differences between the transit opera- 
tions and the operations of Pepco preclude the use of this method in transit 
regulation. The involvement of several transit operating companies, each with 
its different characteristics and requirements, and the absence of a comparable 
uniformity of load characteristics throughout the area in transit as there is in the 
electric service, makes the administrative technique applied in the Pepco situation 
inappropriate for transit regulation. 
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Another practical obstacle to coordination as a satisfactory means of achiey- 
ing areawide regulation is the fact that a large portion of the area’s transporta- 
tion is interstate in nature and subject to the jurisdiction of the Interstate Com. 
merce Commission. There can be no effective regulation on an areawide basis 
through measures of coordination without the active and effective participation 
of the Interstate Commerce Commission, but it does not appear that such partici 
pation can be expected under existing circumstances. As indicated in an earlier 
portion of the report, the interstate traffic between Maryland and the District 
of Columbia is exempt from Federal regulation, either under the commercial 
zone exemption of the Motor Carrier Act or under the exemption provided for 
street railways under part I of the Interstate Commerce Act. Moreover, the 
work of the Interstate Commerce Commission is geared primarily to regulation 
national in scope, and that agency, as it has stated to Congress, is not organized 
and staffed to deal extensively with urban mass transit problems. 

The conclusion must be drawn that adequate service for the community as a 
whole requires that regulation operate on an areawide basis and that such regu 
lation cannot be effectuated through any means of coordinating the activities of 
the regulatory agencies in the several jurisdictions. 


Centralization of regulation in a single agency 


The essential centralization of regulation can be achieved through either a 
Federal agency or a commission created pursuant to an interstate compact 
Although representing different levels in the Federal system, each of these dif- 
ferent types of regulatory agencies legally could be empowered to regulate transit 
on a metropolitan areawide basis. A preference between these two methods 
must be determined on their relative suitability to deal with the problems, both 
practical and legal, of the regulation. This requires an analysis of each method 
from the standpoint of the specific problems inherent in the regulation and a 
determination on that basis of the relative merits of these differing approaches. 


REGULATION BY FEDERAL AGENCY 


Bills have been introduced in each Congress since the 82d providing for area- 
wide regulation by Federal agency. One of these bills, H. R. 2236, which pro- 
vided for the creation of a Washington Metropolitan Area Transit Commission 
to undertake regulatory functions and a Metropolitan Washington Commission 
to undertake a study and investigation for the improvement of traffic, was passed 
by the 838d Congress but subjected to a pocket veto by President Eisenhower. In 
a statement issued to explain the veto action, the President stated that a unifi- 
cation of regulatory authorities over public transportation throughout the metro- 
politan area was required, and referred with disfavor to the exclusion. of the 
Virginia segment of the metropolitan area from the jurisdiction of the Com- 
mission. The statement cited as an additional basis of objection the extension 
of the authority of the Federal Government to matters considered as primarily 
the concern of the District of Columbia and the States. Although recognizing 
that the importance of the Federal interest in the Nation’s Capital could support 
the unification of the regulatory authorities under Federal auspices, the President 
stated that any such arrangement must give adequate recognition to the rights 
and responsibilities of the District and States involved. The President further 
referred to the need to minimize the impact of any new commission upon the 
internal affairs of the District of Columbia. It was the President’s conclusion 
that areawide transit regulation should be undertaken as a function of the local 
governments acting under joint responsibility. 

Federal regulation raises the question of the handling of the purely local intra- 
state commerce within the States. The various proposals for Federal regula- 
tion have included jurisdiction over intrastate commerce, except when conducted 
by a carrier engaged solely in intrastate commerce. There are no such carriers 
of major importance operating in the metropolitan area. The inclusion of juris 
diction over intrastate commerce raises both political and legal questions. The 
political problem has been the chief stumbling block to the creation of areawide 
regulation through a Federal agency. The extension of Federal jurisdiction over 
intrastate traffic in the metropolitan area activities the delicately balanced issue 
over the proper line of demarcation between Federal and State powers over coi- 
merce within a State and brings into focus an issue much larger in scope than the 
problem at hand. The earlier legislative proposals raised concern in the States 
that, once the legislative precedent for regulation by the Federal Government of 
local transportation is established in the metropolitan area, it may be extended 
to the other local commerce within the State. 
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These legislative proposals would constitute an extension of Federal jurisdic- 
tion into local commerce beyond the provisions of present Federal statutory law. 
\lthough the power of the Federal Government to protect interstate commerce 
against discrimination and the imposition of undue burdens by State regulation is 
clear, this concept has not had full statutory articulation. Section 13 (4) of 
part I of the Interstate Commerce Act empowers the Interstate Commerce Com- 
mission to prescribe intrastate rates if it finds, after hearing, that the rates pre- 
scribed by the State are preferential, prejudicial, or discriminatory against inter- 
state commerce, There is no counterpart to this provision in the Motor Carrier 
Act. 

It will be observed that this statutory provision is less comprehensive than 
the one embodied in the legislative proposals for regulation in the metropolitan 
area. In these proposals Congress would find, as a general proposition, that the 
transportation by a single carrier of both intrastate and interstate traffic in the 
metropolitan area are so interrelated that the protection of the interstate com- 
merece and its proper regulation necessarily requires the extension of regulation 
to the intrastate commerce. Federal regulation based on such a comprehensive 
policy, unless suy-ported by detailed congressional findings based on a complete 
and exhaustive investigation of the problem, does raise legal issues. Much of the 
Nation’s transportation is conducted by carriers which operate both in intrastate 
and interstate commerce and which transport passengers in the same vehicles. 
The existence of this condition, however, has not occasioned any sweeping exten- 
sion of Federal jurisdiction over such intrastate commerce. Although there may 
be practical advantages in a unification of regulation, this is not of itself a proper 
basis for placing unnecessary limitations on State power under the Federal 
system, 

The judiciary likely would strike down any order issued by the Federal regu- 
latory agency exercising regulation over intrastate commerce unless the facts in 
the particular case demonstrated that the exercise of Federal jurisdiction was 
required to protect interstate commerce, The function of the court as an arbiter 
in the Federal system does not permit it blindly to accept general congressional 
declarations advanced as a basis for extending Federal jurisdiction. The duty of 
the court is to limit the exercise of powers by the members of the Federal system 
to constitutional limitations. 

The legal question could be eliminated and the political question minimized by 
conforming the provisions of the Federal statute to the method contained in see. 
13 (4) of part I of the Interstate Commerce Act. Under that procedure, Congress 
would delegate to the Federal agency regulating metropolitan area transit, in the 
same manner it has delegated to the Interstate Commerce Commission, the power 
to find, after full hearing, that State regulation is imposing a burden on inter- 
state commerce. Under those circumstances, the Federal agency would be au- 
thorized to prescribe reasonable standards to protect interstate commerce. Al- 
though the grant of the power to the Interstate Commerce Commission is limited 
to railroad rates, Congress could extend this power with respect to metropolitan 
transit regulation to include motor carrier rates and service. 

The judicial and legislative questions are substantially different. In a judi- 
cial proceeding the question is whether the particular intrastate rate or regula- 
tion is imposing a burden on interstate commerce, in the sense that the local 
service is not bearing its fair proportion of the costs involved in rendering the 
joint service. From the legislative standpoint the question is whether an ade- 
quate transit system for the community as a whole can be provided without 
siving the Federal regulatory agency jurisdiction over the intrastate transpor- 
tation in Virginia and Maryland. It would hardly seem that the essentiality of 
integrating the purely local transportation into the transit system for the entire 
area justifies the conclusion that the exclusion of such commerce would consti- 
tute a burden upon interstate commerce. 

Leaving aside for the moment the special situation existing in Maryland as 
a result of judicially prescribed standards, discussed above, it well may be, 
however, that jurisdiction over purely Virginia or Maryland intrastate commerce 
would not be essential to the provision of an adequate metropolitan transit 
system through a Federal agency. First, however, there must be a clear under- 
standing as to what is purely intrastate commerce in the metropolitan area. 
Under the existing organization of regulation, on most of the motor carrier 
service provided by Capital Transit between Maryland and the District, pas- 
sengers are required to change vehicles at State-line terminals. Such passen- 
vers are presently treated as intrastate passengers in both Maryland and the 
District of Columbia. In the legal sense, however, such passengers are inter- 
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state and the character of the transportation is not changed through the failure 
of the carrier to provide through service. The preblem does not exist to the 
same extent in Virginia, because the interstate movements into the District 
are carried out in a single vehicle. The Virginia problem would be limited to 
the situation where a passenger was required to use a feeder service to reach 
the interstate route and had to pay a separate intrastate fare for such feeder 
service. 

Reduced to its true proportions, the Maryland and Virginia intrastate traftie 
may not bo so large as to absolutely require its direct integration into metro- 
politan regulation in order to assure adequate transit service throughout the 
area. A degree of coordination of area-wide policies could be achieved through 
the use of joint boards whereunder Maryland or Virginia would refer intrastate 
matters in the metropolitan area for hearing and recommendation to the mem 
bers of the Federal Commission, who would be designated as joint board mem- 
bers. If the members of the Federal agency were selected from the State regu- 
latory commissions, coordination could be made more effective by this joint 
board method. 

In organization and substantive regulation, the bill passed by the 88d Congress 
would be a prototype for a Federal regulatory agency. Membership on the Com 
mission would provide for balanced representation from each political jurisdic 
tion involved with the power of appointment lodged in the President, with the 
advice and consent of the Senate. In the bill as it was submitted to the com- 
mittee of conference, there was no provision assuring the representation of each 
jurisdiction on the Commission, since the bill merely provided that each of the 
three Commissioners should be a resident of the metropolitan area. However, 
in conference, which eliminated Virginia from the provisions of the bill, provi- 
sion was made for 3 Commissioners, 1 of which was to be a resident of the District 
of Columbia and 1 a resident of the portion of Maryland within the metropolitan 
area. There was no residence requirement for the third Commissioner. Of 
course, any future proposals for Federal regulation should include the entire 
metropolitan area and should provide for balanced representation on the Federal! 
agency from each of the jurisdictions included. 

One of the primary problems in setting up centralized regulation is to provide 
against the possibility of the development of a majority bloc which would be in 
position to discriminate in rates or service against the minority jurisdiction. 
This is a matter of fundamental concern to the States and the District of Co- 
lumbia. Although there does not appear to be any perfect way of solving this 
situation, it can be handled in an adequate manner. Protection can be afforded 
each jurisdiction by requiring the affirmative vote of the Commissioner appointed 
from the jurisdiction which is directly affected by the particular matter winder 
consideration. For example, if the matter before the Commission involved a 
service or rate for transportation in Virginia, or between Virginia and the 
District of Columbia, the issuance of the order would require the affirmative 
consent of the Virginia member. 

It should be recognized, however, that such a standard may be difficult to 
apply in many situations. If the metropolitan area is viewed as a single com- 
munity, it may be difficult in many types of situations to determine what juris- 
diction is directly affected by a proposed regulatory action. Rates and service 
in any portion of the community do have a bearing on the entire community, al- 
though the impact may be greater on the particular section of the community 
where the affected service is rendered than in other portions of the community. 
This situation may give rise to the contention by one or both of the members 
from the other judisdictions that their areas are also affected by the proposed 
action. In such an eventuation, unanimous consent would be required. If this 
occurred with any regularity it may tend to impede the effectiveness of the 
Commission by creating a situation in which no action could be taken. 

So long as each State and the District of Columbia are concerned with the 
possibility of discriminatory regulation this problem will exist in any form of 
Federal regulation. This problem reflects the basically local nature of the 
problems and interests involved. In this respect Federal regulation over 4 
limited metropolitan area differs from nationwide Federal regulation, and even 
the latter situation has not been entirely free from State claims of rate and serv- 
ice discrimination. The question presented is not one of the power of the Con- 
gress, but of the proper exercise of that power for the accommodation of loca? in- 
terests and viewpoints in matters of purely local concern. 
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Suitability of Federal agency to handle problems involved in metropolitan transit 


It will be seen from the above discussion that, from the legal standpoint, a 
Federal agency could be utilized as a means of integrating regulation of transit in 
the metropolitan area. The suitability, however, of a Federal agency to perform 
the regulatory function should also be examined. A major objection voiced by 
President Eisenhower in his veto of H. R. 2236 of the 88d Congress was the ex- 
tension of the authority of the Federal Government to matters essentially local 
in nature and the failure of the Federal law to give adequate recognition to 
the rights and responsibilities of the local government. 

One of the principal areas of intrusion by Federal regulation in matters of 
primary local concern is the routing of service over local streets and high- 
ways. The control of routing and the use of city streets is important both to the 
local government and to the agency regulating transit. Under existing law in 
the District of Columbia, as set forth in an earlier portion of the report, the 
joard of Commissioners and the Public Utilities Commission have joint control 
under section 40-603 (e) of the District of Columbia Code over the routing of 
common-carrier vehicles, the designations of stops and loading platforms and 
zones, and the designation of public space for public-vehicle stands. This joint 
authority is exercised through a statutorily created joint board. Any agency 
charged with the regulation of an urban transit system must have freedom 
and flexibility in the selection of thoroughfares to be used by the transit ve- 
hicles and the routing of such vehicles. However, the city government must 
retaim’econtrol over the use of its streets. Under existing regulation the interests 
of both the city government and the regulatory agency have been accommodated 
in the District of Columbia by the joint-board device. This problem, which is 
dificult under any circumstances, is rendered more difficult when the agencies 
concerned represent different levels of government in the Federal system. 

The situation in the District of Columbia is used primarily as an illustration 
of the problem. It is by no means the limits of the problem; the problem exists 
in each jurisdiction of the metropolitan area. The integration of street use 
and planning and traffic enforcement into the regulatory function is at the heart 
of the problem of providing adequate transportation in the metropolitan area. 
The concept of such integrated regulation must be the movement of people and 
not vehicles. If a balanced system of transportation is to be brought about, and 
if the central city is to continue the performance of its historical functions, 
there must be a high degree of coordination among the transit regulatory agency 
and the other agencies of local government having cognizance over all of the 
governemental functions which affect the movement of people and vehicles. 
Cooperation is not enough; a basic policy designed to create traffic conditions 
under which transit can render an attractive and efficient low-cost service must 
be evolved. The function of the cooperation, then, would be to implement and 
execute.such basic policy. 

Matters of traffic planning and control within an urban center are purely local 
problems, which are best dealt with by local people directly concerned with and 
responsible for the handling of such problems. The suitability of a Federal 
agency for the regulation of metropolitan transit should be considered from the 
standpoint of its ability effectively to participate in the local traffic planning 
and handling problems. There is nothing in the nature or structure of a Federal 
agency which would prevent its full participation with agencies of the local 
governments in the handling of such problems, but such an agency may not be 
best suited for this function from practical and legal considerations. 

The chief legal problem would be the extent to which the Federal power could 
be exercised to control the use of local streets and highway facilities. The 
plenary power of Congress over the District of Columbia eliminates this as 
a legal problem in that portion of the metropolitan area, but does not eliminate 
it as a problem in good government organization and operation. In any event, 
the legal problem would exist in the Virginia and Maryland portions of the 
metropolitan area. Although the Interstate Commerce Commission, through its 
powers to approve or prescribe routes of interstate carriers, does actually, in many 
instances, designate the routes of such carriers through cities, this activity of 
the Interstate Commerce Commission differs materially in degree and function 
from control over the routing of an urban transit system and over the handling 
of traffic in the urban center. The routing of transit vehicles has a far greater 
impact on the use of city streets than does the routing of long-line carriers 
through a city. In the latter case, the number of vehicles is not as great and, 
as a matter of fact, the routing normally is proposed by the carrier and simply 
approved by the Interstate Commerce Commission. The selection by a long-line 
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carrier of its routes through a city does not involve any restrictions on the power 
of the local authorities. In this important respect, the exercise of routing powers 
by the Interstate Commerce Commission differs from the function of a Federa! 
agency which would be required to deal with traffic control as part of its function 
of regulating mass transit. 

The practical problem of getting the degree of cooperation and integration 
between agencies at different levels of the Federal governmental structure pre- 
sents more grounds for concern that the legal problem. The necessary degree 
of cooperation can best be achieved through horizontal rather than vertical 
integration. Superimposing a Federal agency on the structure of local govern 
ments will tend to create a division of responsibility of greater proportions than 
exists under the present organization of regulation. What is needed is a single 
agency into which is drawn all the powers necessary to provide adequate 
transit service. Although, theoretically, this could be accomplished within the 
framework of Federal and local cooperation, such integration at best would 
be rather loose and subject to split responsibility. 

The existence of these problems does not require the conclusion that a Federal! 
agency would be entirely unworkable. It simply indicates that the problems are 
basically local in nature and could be better handled through a suitable form of 
local regulation. The plenary power of Congress over the District of Columbia, 
the location of the seat of National Government in the area, the importance of 
an adequate transit sytsem to the proper functioning of the city and the govern- 
mental operations, and the presence of interstate traffic all are matters of Federal 
concern. The local nature of an urban transit problem, however, is not suited 
to Federal control, and Federal jurisdiction should not be exercised if there 
is a suitable alternative of regulation by the States and the District of Columbia. 

The real issue presented in the choice between Federal and local regulation 
is the proper sphere of action for the National and State Governments, and the 
theory of the governmental relationships involved goes to the heart of our 
Federal system. Under the course of constitutional development, the relation- 
ship between the Federal and State Governments has become a flexible one. 
The fact that an activity has interstate implications does not require the exercise 
of Federal jurisdiction to the exclusion of State interests. Local problems, even 
though interstate in character, may be left to State control, where they may be 
best handled. 


INTERSTATE COMPACT AS A MEANS OF CENTRALIZED REGULATION 


The interstate compact affords an organizational means of bringing together, in 
a single agency, Maryland, Virginia, and the District of Columbia for the joint 
handling of the common problem of mass transportation in the metropolitan area 
The power of the States to enter into such formal agreements is an inherent 
aspect of sovereignty and was a device used by the Colonies prior to the execution 
of the Constitution to deal with intercolonial problems. In framing the Con 
stitution, the Colonies imposed a limitation on their power to enter into interstate 
agreements or compacts by providing in the Constitution for the consent of 
Congress. The constitutional provision is set forth in article I, section 10, 
and in pertinent part, reads as follows: 

“No State shall, without the consent of Congress, * * * enter into any Agree- 
ment or Compact with another State, * * *.” 


Development of the interstate compact 


The compact permits horizontal integration of States concerned with a common 
problem. Through this device, States may join in cooperative action to deal 
with problems beyond the scope of each of them, but which are of local rather 
than national concern. Although the interstate compact is an old technique in 
governmental action, until recent years, its use has been infrequent and of a 
limited nature. Since the 1920’s, it has come into wider use as a means of dealing 
with numerous complex problems spawned by the industrial and social develop 
ments of our modern life. 

Historically, the compact was used to decide issues between States which could 
be settled by a single decision or action and which did not lend themselves wel! 
to judicial determination. The chief historical use of the interstate compact was 
in the settlement of boundary disputes. Over the years, the compact, however, 
has been developed to handle a variety of problems requiring long-term adminis- 
tration. The outstanding example of the use of a compact for administrative 
purposes is the compact between the States of New York and New Jersey 
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creating the Port of New York Authority. There are several other instances of 
use of the compact as a governmental administrative agency: Interstate sanita- 
tion compact between New York, New Jersey, and Connecticut; the waterfront 
commission compact between New York and New Jersey; the Delaware River 
Port Authority between the States of New Jersey and Pennsylvania; the bi- 
state development agency between the States of Missouri and Illinois; the Ohio 
River Valley water sanitation compact to which at least eight States are signa- 
tory parties; the upper Colorado River Basin compact; and the newly enacted 
Tennessee River pollution compact. Of this group, at least five of the com- 
pacts include regulatory functions. These five are the interstate sanitation com- 
pact, the Ohio River Valley water sanitation compact, the upper Colorado River 
Basin compact, the waterfront commission compact, and the Tennessee River 
pollution compact. 

The successful operation of these and other compacts dealing with complex 
problems involving interstate relationship clearly demonstrate the adaptability 
of the compact device. For a number of years writers have been pointing out the 
value of the interstate compact in the field of utility regulation as a means of 
creating regulatory jurisdiction coextensive with the physical activities of the 
regulated industry. The interstate compact is particularly suited to perform 
th regulatory task when the utility operations and problems encompass more 
than one State, but are regional rather than national in character. As of this 
date, however, the compact has not been used as a means of utility regulation. 
This may be explained in part by the fact that technological advances have, in 
large measure, made certain aspects of utility regulation national rather than 
regional in character and the Federal Government has undertaken the regulation. 

Urban transit is the kind of utility problem which can be handled effectively 
by interstate compact. By its nature, an urban transit system is localized, al- 
though it may render service in more than one political jurisdiction. The sig- 
nificance of the interstate compact as a means of regulation in the transit field 
may be seen from the fact that 26 of the metropolitan areas of the Nation are 
interstate in character and that approximately 40 percent of the country’s popu- 
lation lives in these metropolitan centers. To a varying degree, all of these 
metropolitan areas have similar problems and suffer from the absence of inte- 
grated and centralized transit regulation. The burden of regulating the inter- 
state commerce aspects of this transit has fallen upon the Interstate Commerce 
Commission, which is not staffed or organized satisfactorily to regulate the 
complex problems of urban mass transportation. In practice, the exemption 
provisions of the acts administered by that Commission have removed a great. 
portion of metropolitan transit from its jurisdiction. In doing so, a vacuum has 
been created in which there is no effective regulation. Moreover, transit does 
not lend itself to national, remote regulation because the problems are local in 
nature and, in large measure, require the application of planning procedures and 
techniques. If the Federal Government once embarked upon active reguiation 
of metropolitan transit, it would soon find itself enmeshed in the administration 
of local affairs over a wide area of the country. 


The legal basis for transit regulation by compact 


Since the proposal to regulate metropolitan transit through an interstate com- 
pact is a matter of first impression, it is appropriate to examine the legal basis 
for such regulation. ‘The problem must be approached from the standpoint both 
of the States and the Federal Government. 

Under a compact, each State will give up to the other compacting States a 
measure of control over commerce conducted within its territory and concurrentiy 
will extend its jurisdiction in a measure beyond its territorial limits into both 
the intrastate commerce of the other compacting States and into interstate 
commerce between the compacting States. The Port of New York Authority 
again may be cited as an example. That agency has been operating for approxi- 
mately 35 years. In that situation, both the States of New York and New Jersey 
have given up a measure of control within their own boundaries and have ac- 
quired a measure of control of activities within the sphere of the compact 
jurisdiction. The various river sanitation and antipollution compacts and the 
Waterfront Commission are other examples of this concurrent dilution and 
extension of State power. 

One of the legal issues presented is whether a State may delegate its inherent 
police power to a compact agency. The case of State ex rel Dyer v. Sims (341 
U. 8. 22), is opposite on this point. This case involved the Ohio River Valley 
Sanitation Compact and arose as a result of the efforts of persons in West 
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Virginia to force the Comptroller of the State to pay over to the interstate com- 
mission the appropriations approved by the West Virginia Legislature. In 
defense of the suit, the Comptroller contended that the legislation was uncon- 
stitutional in delegating the police power of the State to the interstate agency 
and in binding fuure legislatures to make appropriations. In its decision, the 
Supreme Court of the United States rejected these contentions, and, although 
the case has many complex legal ramifications, it stands for the proposition, 
among other things, that a State may lawfully delegate its inherent police powers 
to an interstate compact of which it is a member. 

A corollary question is whether the constitutional delegation to the Federal 
Government of powers over interstate commerce precludes action by the States, 
through interstate compact, in regulating aspects of interstate commerce which 
are local in nature and not of general national concern, Although one of the 
most insistent constitutional problems has been the demarcation of the spheres 
of power of the Federal Government and the States over commerce, it is now 
well-established that there is an area within which the States may properly 
regulate interstate commerce. This was decided in the case of Cooley v. Board 
of Wardens of Port of Philadelphia (12 How. 299 U. 8S. (1851)). The doctrine 
was limited by the qualifications that Congress should not have occupied the 
field and that the nature of the commerce was such as to permit a diversity of 
treatment. Based on this decision, there has been an extension of the doctrine 
that States may regulate interstate commerce. The extension, in large measure, 
has come about through the use of Federal legislation consenting to the regula- 
tion by States of interstate commerce. There are many examples of such legis- 
lation. Among them are the acts allowing State regulation of liquor traffic 
and State regulation of prison-made goods. The Taft-Hartley Act presents 
another step in the development of the congressional consent doctrine in that 
States were permitted to determine whether they would permit the execution or 
application of agreements requiring membership in a labor organization as a 
condition of employment within the State. 

The latest and most striking example of the extent to which Congress may 
consent to the regulation by the States of interstate commerce is in the insurance 
field. From the days of Paul v. Virginia (8 Wall. 168 U. S. (1868) ), insurance 
was held not to be interstate commerce until the Supreme Court’s decision in 
1944 in United States vy. Southeastern. Underwriters’ Association (322 U. 8S. 533). 
Following that decision, the Congress passed the Ferguson-McCarran Act, dele- 
gating to the States exclusive control over insurance regulation. This act has 
been upheld as constitutional in Prudential Insurance Company v. Benjamin 
(328 U. S. 408 (1946) ). 

In this connection, it is pertinent to observe that a compact between the Stites 
ean come into being only with the consent of Congress. Therefore, the mere 
act of Congress in permitting the compact may bring the compact regulation 
within the consent doctrine, as it is known in the field of interstate regulation. 
In any event; the Congress could expressly indicate its consent to State regula- 
tion of the interstate commerce involved in the local metropolitan transit situa- 
tion, either by expressly giving the proper consent in the consent resolution 
covering the compact, or in supplemental legislation. 

Scope of compact jurisdiction 

Although the Dyer case establishes that there is no general constitutional inhi- 
bition on the delegation by a State to an interstate compact of which it is a 
member of its inherent police powers, in any specific situation the constitution 
of the States involved must be examined to determine if there is any express 
constitutional limitations affecting their compacting power. For the purposes of 
this report, the constitutions of Maryland and Virginia have been examined and 
informal opinions have been obtained from the attorneys general of those States. 
It appears that there are no constitutional limitations in Maryland affecting the 
right of that State to join in a compact for transit regulation in the metropolitan 
area. The Virginia constitution, however, does raise the question whether the 
General Assembly of that State properly may delegate that State’s power over 
common carriers to an interstate compact commission. 

The problem is presented by section 164 of the Virginia constitution, which 
reads as follows: 

“Sec. 164. Right of regulation and control of common carriers and public- 
service corporations never surrendered or abridged. 

“The right of the Commonwealth, through such instrumentalities as it may 
select, to prescribe and define the public duties of all common carriers and public- 
service corporations, to regulate and control them in the performance of their 
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public duties, and to fix and limit their charges therefor shall never be sur- 
rendered or abridged.” 

The attorney general of Virginia states the opinion that this constitutional 
provision restricts the right of the general assembly to enact legislation divest- 
ing the commission and the courts of Virginia of jurisdiction over transportation 
facilities in any portion in the State of Virginia. 

Although the interpretation of the constitutional provision is a prerogative 
of Virginia, it would be purposeful to examine the problem to ascertain whether 
provisions could be inserted into the compact which may obviate the constitu- 
tional obstacles. The key to the problem is whether the interstate compact com- 
mission could be an instrumentality which the Commonwealth may select as a 
means of exercising its regulatory jurisdicton over common carriers. The right 
of the Commonwealth to select the instrumentality by which it will regulate its 
jurisdiction over common carriers presumably is a legislative privilege. The 
enactment by the legislature of the compact legislation is, in fact, a selection by 
the legislature of the compact commission as the regulatory instrumentality. 
Further, the compact legislation appropriately may expressly designate the com- 
pact commission as an agency of the State. 

The compact commission, of course, would also be an agency of the other signa- 
tory governments. The effect of the compact would be to extend the jurisdiction 
of Virginia beyond its borders within the metropolitan area and concurrently to 
give the other signatory members a Voice in the regulation of transit within the 
Virginia portion of the metropolitan area. The question presented is whether 
this situation would constitute a surrender or abridgment of the right of the 
Commonwealth to regulate intrastate traffic within the meaning of the constitu- 
tion. If it is considered that participation in the interstate compact constitutes 
a surrender or abridgment of the power to control intrastate traffic, the compact 
appropriately may contain protective provisions which would eliminate or mini- 
mize any surrender or abridgement which may be considered involved. 

The provision for the termination of the compact upon 1 year’s notice by any 
party is substantial and practical protection against the imposition by the other 
signatory governments of regulatory policies unsatisfactory to Virginia. More- 
over, the compact may provide a voting formula which would preserve control 
over intrastate traffic to each of the signatory States. As in the case of the 
Federal agency, the affirmative vote of the representative of the jurisdiction 
directly affected by an action of the compact commission may be required for 
the issuance of an order. Such a provision may well be considered to eliminate 
the issue of surrender or abridgment. 

The possible efficacy of these compact provisions must be determined by placing 
the constitutional problem in perspective. There does not appear to be any 
express or implied prohibitions in the Virginia constitution limiting the right 
of the Commonwealth to enter into interstate compacts. The power to compact 
is an attribute of sovereignty and has been used in several instances by Virginia, 
both before and after the adoption of the United States Constitution. Moreover, 
there is no affirmative indication that section 164 was intended as a limitation 
on the power of the Commonwealth to enter into compacts with its sister States. 
In view of these general considerations, it is reasonable to anticipate that the 
incorporation into the compact of provisions (1) designating the compact com- 
mission as an agency of the State, (2) providing for the termination of the com- 
pact upon 1 year’s notice by any party, and (3) requiring the affirmative vote of 
the commission member from the jurisdiction directly affected by an order of 
the compact commission may suffice to eliminate the issue of surrender or 
abridgment. 

There is another Virginia constitutional point which should be examined. The 
State Corporation Commission of Virginia is a constitutional agency created 
by section 155 et seq. of the Virginia constitution. That commission is con- 
stitutionally charged, inter alia, with the regulation of transportation com- 
panies. That term, as defined in section 153 of the constitution, does not include 
motor carriers. The jurisdiction of the State corporation commission over 
motor carriers is exercised purusant to an act of the general assembly. At the 
present time, there is no intrastate transportation in the Virginia portion of the 
metropolitan district by rail or other modes of transportation included in the 
constitutional definition and, therefore, no constitutional question would arise if 
the Virginia Legislature were to delegate regulatory power over motor carriers 
to the interstate compact commission. In order to assure that the question 
would not arise in the future, the compact could provide only for jurisdiction 
over transportation by motor carriers in the Virginia portion of the metro- 
politan district. 
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However, a conclusion by Virginia that its constitution precludes the general 
assembly, without a constitutional amendment, from delegating power over 
intrastate commerce in the metropolitan district to the interstate compact 
agency would no be fatal to the concept of areawide regulation through the 
interstate compact. Such traffic could be excluded from the jurisdiction of 
the compact commission, at least until the necessary constitutional amendments 
were made, without substantially impairing the effectiveness of areawide regu- 
lation. Although no exact figures are available indicating the portion of the 
total passenger movements in the area which are purely Virginia intrastate, it 
appears that such traffic may not exceed approximately 5 percent of the total. 

It would not, however, be necessary entirely to exclude the Virginia traffic 
from the ambit of the areawide regulation. By the joint-board device, Virginia 
could retain jurisdiction over this traffic while at the same time coordinate its 
policies with respect thereto with the policies of the interstate compact commis- 
sion. Under the joint-board technique, the State corporation commission would 
designate the individual members of the interstate compact commission, includ- 
ing its own representatives on that commision, as a joint board to hear any 
case involving Virginia intrastate traffic in the metropolitan district and to make 
a recommendation to the State corporation commission as to the disposition 
to be made of the case. Under this arrangement, this recommendation would 
be advisory only, and the State corporation commission would be free to 
enter such order as it desired or deemed appropriate in the premises. However, 
in this matter, the regulation of Virginia intrastate traffic could be in a sub- 
stantial manner be integrated with the areawide regulation. The joint-board 
device could be availed of as a means of eliminating any delay in the institution 
of areawide regulation, if it were considered by the Virginia authorities that 
the broad proposals of the compact created constitutional questions. If the 
regulation were inaugurated on this basis, the necessary constitutional amend- 
ments to permit Virginia to participate fully in the work of the compact com- 
mission could be effectuated over the period of time required without unduly 
hampering the development of integrated regulation in the metropolitan district. 

There is another alternative for dealing with the problem presented by the 
provisions of the Virginia constitution which should be considered. The juris- 
diction of the compact commission could be limited to interstate commerce, 
leaving the intrastate jurisdiction over transit in Virginia, Maryland, and the 
District of Columbia in the hands of existing regulatory agencies. The effect 
of such a limited compact would be to place each of the signatory governments 
on an equal basis in the compact. 

Under this arrangement, the desired integration of regulatory policy through- 
out the metropolitan area would have to be obtained through a coordination of 
State regulation with the regulation of the compact commission. The joint-board 
device would be available for this purpose. Under this arrangement, each State 
and the District of Columbia would constitue the compact commission as a 
joint board and would refer all intrastate matters in the metropolitan area to 
that joint board for hearing and recommendation. If such recommendations 
were uniformly adopted, a measure of integration could be achieved. 

Except for its lack of jurisdiction over the intrastate commerce and the 
intra-District commerce, the compact would in all respects be identical with the 
compact suggested for the complete areawide regulation. The compact would 
also provide for the Traffic and Highway Board, to be discussed in the next 
section of the report, organized and constituted in the same manner as if the 
compact commission were exercising areawide jurisdiction. 

Since the major carriers serving Virginia and Maryland carry interstate 
passengers in the same vehicles in which they carry intrastate passengers, 
regulation of the compact commission may have considerable effect on intra- 
state commerce. This is probably also true, but to a lesser extent, with respect 
to Capital Transit’s operation in the District of Columbia. Undoubtedly, inter- 
state passengers are carried on many of that company’s routes in the District but 
there is information available as to the extent of the commingling of the two 
classes of passengers and the number of routes involved. Under the doctrine 
of Federal supremacy, the Federal Government, in a situation where interstate 
and intrastate passengers are commingled, has practical control over routing, 
extensions of service, and abandonments of service. Although legally the car- 
rier may disregard the Federal regulation for the purposes of its intrastate opera- 
tions, as a practical matter it would not be economically feasible to continue the 
intrastate pattern of service unless interstate passengers could be hauled in 
the same vehicle. 
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In this situation, however, the jurisdiction over interstate commerce would be 
exercised not by the Federal Government but by the States through an interstate 
compact. This presents a question of first impression as to conflicts between the 
orders of the compact commission and the orders of the regulatory commissions of 
the signatory members. This area of conflict could be eliminated, however, by 
providing in the compact for the paramountcy of the orders of the compact com- 
missions. 

This problem is of particular importance in the portion of the metropolitan 
area located in Maryland. As stated in an earlier portion of the report, the 
Maryland Court of Appeals has held on the question of abandonments of service 
that the Maryland commission must look only at the service involved and not the 
operations of the entire regulated company. Under the present operations in 
Maryland, interstate and intrastate passengers are commingled on the same 
vehicles. If the orders of the compact commission are controlling in matters of 
abandonments, routings and extensions of service, then, as a practical matter, the 
standards of the Maryland Court of Appeals will not prevail. It would, there- 
fore, seem that a determination as to the amount and nature of the Maryland 
feeder service could be made on the basis of the communitywide operations of the 
carrier, rather than on the more limited basis of the results of operation of any 
particular feeder line. 

Although, as indicated above, a compact limited to interstate commerce could 
achieve a measure of regulatory integration, on the whole it cannot be considered 
entirely desirable. Such a compact commission would have no jurisdiction over 
intrastate rates, and, therefore, would be unable to work out a rate structure for 
all the carriers oriented to a communitywide basis. Even with respect to regu- 
lation of service, it is purely speculative at this point what degree of integration 
could be achieved. By far the major portion of the metropolitan area transit 
traffie is intra-District travel. In the absence of data with respect to the extent 
of the commingling of interstate and intrastate passengers on the vehicles of the 
carrier serving the District, no appraisal can be made of the extent to which the 
orders of the compact commission on matters of service would affect purely intra- 
District service. Moreover, if intra-District passengers constitute the major 
portion of the passengers carried in each vehicle, as the case is likely to be, the 
desirability of subjecting service to control of the interstate agency is highly 
doubtful. 

Basically, the limitation of the jurisdiction of the compact commission to inter- 
state commerce will not simplify the organization of regulation and will still 
leave four commissions operating in the field. This complex setup would be 
further burdened by legal questions as to the relationship between such agencies, 
all of which would in fact be agencies of the States. Only actual experience from 
operations could provide the answer of whether such an organization of regu- 
lation would be capable of formulating and administering a comprehensive plan 
for the efficient movement of people throughout the metropolitan area and could 
achieve the requisite integration of regulation. It does, however, have the advan- 
tage of placing the signatory governments on the same basis of participation. 
If this factor were to become a matter of political significance, the more limited 
form of compact could be availed of as an interim step, designed to activate State 
cooperation pending the removal of obstacles to full areawide regulation. It is 
not, however, considered an appropriate means of permanent regulation. 


THE COMPACT AND ITS PROVISIONS 


Since the proposal to create a utility regulatory commission by an interstate 
compact is a matter of first impression, it is desirable to consider the organiza- 
tion and contents of the compact and specifically to deal with some of the more 
important provisions. This compact would have two basic parts, one dealing 
with the formal matters of the compact, and the other part containing the or- 
ganie utility law to be administered under the compact. These matters are dis- 
cussed in this order in this and the following sections of the report. 


Washington Metropolitan Area Transit District 


The compact would create the Washington metropolitan area transit district 
and would specify the area embraced therein. The district would include the 
District of Columia, the cities of Alexandria and Falls Church in the State of 
Virginia and appropriate portions of Arlington and Fairfax Counties in Virginia 
and Montgomery and Prince Georges Counties in Maryland. The boundaries of 
the district should be coextensive with what is in fact the metropolitan area of 
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the city of Washington. Unless the regulated area is of a substantially 
homogeneous nature, it will not lend itself to unified regulation and the develop- 
ment of an integrated transportation service. Although the Bureau of the 
Census included all of the contiguous counties in the metropolitan area for 1950, 
the community should be defined with precision to limit the district to an area 
of social and economic integration. 

The full studies being conducted by the National Capital Planning Commis- 
sion and the National Capital Regional Planning Council will provide the neces- 
sary data for delineation of the metropolitan area for transit purposes. How- 
ever, the execution of the interstate compact and the institution of areawide 
regulaion need not be deferred until the completion of such studies. The com- 
pact may appropriately include the entire area of all of the counties contiguous 
to Washington and delegate to the compact Commission the duty of determining 
the portion of the area in which it would exercise its jurisdiction. Provision 
should be made in the compact for amending the area of the district to assure 
that it would at all times properly conform to the area of the real community. 


Washington Metropolitan Area Transit Commission 

The compact would also create the Washington Metropolitan Area Transit 
Commission as a regulatory commission and would provide a separate and inde- 
pendent utility law to be administered by that commission. The agency thus 
created would be an agency of each of the compacting States and would derive 
its regulatory powers from the inherent police powers of each jurisdiction over 
its own commerce. The legal effect of the agency would be to ignore the politi- 
cal boundaries within the utility district created, so as to permit the States to 
act jointly in the regulation of all transit therein. 

This commission would have exclutive jurisdiction over the movement of pas- 
sengers for a charge between any points in the district by motor carrier or street 
railway. Both contract and common carriers performing such transportation 
would also be subject to the jurisdiction of the compact commission. No exemp- 
tion would be afforded any motor carrier by virtue of the fact that the transpor- 
tation performed within the district is performed in the course of an operation 
over a route, the major portion of which is outside of the district, and that the 
carrier performing such transportation is subject to the jurisdiction of the Inter- 
state Commerce Commission or any other agency of the Federal Government 
having jurisdiction over interstate commerce. Sightseeing or charter service 
within the metropolitan district performed by a carrier engaged in transporta 
tion subject to the compact law would also be subject to the jurisdiction of the 
compact commission. School buses and motor carriers operated by the Federal 
Government, the signatory States, or any political subdivision thereof, and any 
transportation by water would be exempt from the jurisdiction of the compact 
commission. Taxicabs would be subject to the jurisdiction of the compact com- 
mission only for interstate ratemaking purposes. 

Each signatory government would appoint one member to the compact com- 
mission to be chosen from among the members of the regulatory agency of that 
government having jurisdiction over transit operations. Each member of the 
compact commission would be subject to removal by the appointing government, 
pursuant to its laws, but unless so removed, would retain office on the compact 
commission. Vacancies on the compact commission would be filled in the same 
manner as appointments to full terms. 

No person in the employ of or holding any official relation to any carrier sub- 
ject to the jurisdiction of the compact commission, or owning any stocks or bonds 
of any such carrier or affiliate or associate thereof, or who is in any manner 
pecuniarily interested in any such carrier, shall enter upon the duties or hold 
office of commissioner or shall serve as an employee or otherwise. 

The commission would have a chairman who would be selected annually by 
the commission from among its members and such chairman would be vested 
with responsibility for administrative functions, the direction of the commis- 
sion’s work, and the assignment of matters for hearing or report. 

The salaries and personal expenses of each commissioner would be paid by 
the government which he represents, and the commissioners may serve with or 
without compensation in the discretion of the appointing government. The 
commission may employ such engineering, legal, clerical, and other personnel as 
in its judgment may be necessary for the performance of its functions under 
the compact. In the hiring of employees, the commission shall not be bound 
by the civil-service laws of any of the signatory members. 
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Action by the commisison, including the issuance of regulatory orders, would 
require the affirmative vote of the majority of the commissioners. Two mem- 
bers would constitute a quorum. 


Financing and staffing of the commission 

The expenses of the commission would be borne by the participating members. 
A budget would be prepared by the commission and submitted to the States for 
approval at such time and for such period as may be requested by each State. 
The approval by each State of the budget, pursuant to the procedures estab- 
lished by each State therefore, would be required. 

The contribution of each State would not be left to the discretion of each 
legislature but would be determined by a formula set forth in the compact. The 
formula chosen should be designed to reflect the relative use by the population 
of each political jurisdiction of the transit facilities. The formula should not 
vo to extremes of refinement but should be as simple as equitable treatment will 
permit. Although public use of transportation facilities normally is determined 
by such criteria as vehicle-miles, passenger-miles, route-miles or any combination 
thereof, it would appear that such criteria would not properly recognize the 
riding by Maryland and Virginia people within the District of Columbia. Under 
the circumstances, it would seem that population would afford an acceptable 
basis for allocation of expenses and the contributions of each political jurisdiction 
would be determined by the ratio of its population within the district to the total 
population of the metropolitan district. In the absence of official population 
statistics for the segments of the Maryland and Virginia counties within the 
metropolitan district, estimates of population would have to be made. The duty 
to make such estimates would devolve upon the compact commission. 

The expenses of operation may be minimized if provision is made whereby 
each State and the District of Columbia would undertake to make available to the 
compact commission the personnel of their utility commissions, as their services 
are required. The services of State and District of Clumbia personnel would 
be made available on request to the chairman of the local commission by its 
representative on the compact commission. The matter of the equitable dis- 
tribution of the compact commission work between the staffs of the State 
commissions would be left to the discretion of the compact commission. 

It would be inadvisable to deal in the compact in too specific a manner with the 
problems of budget and of staffing the compact commission, and those matters 
should be left to the discretion of the compact commissioners. Only experience 
gained by operation will disclose whether the use of State commission personnel, 
exclusively or in part, would afford a satisfactory basis for operation of the 
compact commission. In any event it would be possible to utilize the personnel 
of the State commissions only if the compact commissioners were also members 
of the State commissions. The compact commission would require a Washington 
office and the services of a staff director, with necessary clerical staff, and the 
services of a general counsel, which it may be possible to limit to a part-time basis. 


Traffice and highway board 

In addition to the transit regulatory commission, the compact would provide 
for a traffic and highway board. This board would be composed of the heads of 
the traffic and highway departments of the District of Columbia, the States, the 
counties encompassed within the metropolitan district, and the independent 
cities of Alexandria and Falls Church. In addition, a representative from the 
National Capital Planning Commission and from each of the local planning 
commissions in the metropolitan district would be members of this board. The 
designation of the representatives from the planning commissions would be made 
by each of such commissions. The chairman of the compact commission would be 
the chairman of this board. 

Creation of this board recognizes the importance of traffic engineering, control 
and enforcement, and highway use and planning as determinants of the ade- 
quacy and quality of service rendered by the transit system. The creation of 
this board also recognizes the real public interest in the efficient use of the streets 
and highways of the metropolitan district in order to minimize the need for the 
expenditure of large sums of public money for the construction of additional 
facilities to meet increasing vehicular traffic, due in large part to diversion of 
transit passengers to private automobile. 

It is not considered desirable or feasible to give the transit commission direct 
power over traffic and highways. However, it is essential that the traffic and 
highway needs and requirements of transit be made a matter of official gov- 
ernmental concern and that the transit regulatory agency, which has responsi- 
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bility for providing an adequate transit system, be given an influential voice 
in determining traffic and highway policies. The immediate policy objective 
would be to give transit a preferred position in the use of public thoroughfares, 
to the extent practicable, for the purpose of creating a balanced system of trans 
poration where the automobile and transit would do the jobs for which they are 
best suited. These objectives may be achieved through the traffic and highway 
board. 

The board will bring within the framework of the regulation all the func- 
tions of local government dealing with the movement of people. The compo- 
sition of the board would enable it to assist the regulatory function by providing 
for the better use of existing facilities and by providing for transit needs in 
planning future facilities. The composition of the board, particularly with the 
assistance of representatives from the planning commissions would enable it 
to engage in activities of a planning and research nature for the purpose of 
furnishing the regulatory commission with current data on origin and destina- 
tion of travelers and traffic conditions on the streets and highways, so that 
the regulatory agency could better determine the transit needs of the area. 
By keeping such data relatively current, the need for large study programs 
of the nature involved in the current study every decade or so might be 
minimized. 

The compact would specify the duties and power of the board and its relation 
ship to the compact commission. Essentially the board would serve in an ad 
visory capacity to the commission and would make recommendations to the 
commission on matters dealing with traffic engineering, the selection and use 
of streets for transit routing, and planning of future vehicular facilities to pro 
vide for transit needs. The board would consider problems referred to it by 
the commission and would be delegated with the responsibility under the compact 
law of continuously studying means and methods of shortening transit travel 
time, formulating plans with respect thereto, and keeping the compact commis- 
sion fully advised of its plans and conclusions. The board itself would not be 
empowered as such to issue orders or to direct that changes be made in traffic 
matters, parking, or street use. The recommendations of the board, when ac- 
ceptable to the commission, would be effectuated through the board members 
in their capacity as officials of the local government agencies. The commission 
would not be empowered to direct or compel the board or its members to take 
any particular affirmative action with respect to effectuating changes in traffic 
engineering and related matters, and, coénversely, the members of the board 
would not require commission approval for action taken or policies instituted 
in their capacity as officials of the local governments. The arrangement pro- 
vided for by the compact would be entirely on a cooperative basis, but the com- 
pact would expressly require that the compact commission and the individual 
members of the traffic and highway board closely cooperate for the development 
and administration of a traffic and transit plan designed materially to shorten 
transit travel time, for the purpose of encouraging transit riding, to the end 
that the streets and highways of the metropolitan area be most efficiently used 
in the movement of people. 

Termination of compact—Protection of minority interest 

One of the principal practical problems in regulation by compact or by other 
joint efforts is the protection of a minority member against a majority bloc 
which would enforce policies antithetical to the interest of the minority member. 
This problem, of course, appears not only in the interstate compact, but in regu- 
lation by a Federal agency and through any other means where joint responsi- 
bility is assumed by several States. As discussed in an earlier part of the report, 
various voting formulas can be devised to minimize this possibility; such a 
formula would be greatly to be desired in regulation by a Federal agency. How- 
ever, it does not appear necessary to resort to such formula in the case of a 
compact commission. Adequate protection against discriminatory action may 
be made available through the right of any party to terminate the compact upon 
notice to the other signatory members. A notice period of 1 year should be 
provided for this purpose. The power to terminate the compact would constitute 
a sufficient deterrent to the creation of a majority bloc or, conversely, to an 
unreasonable provincialism of a minority member. 


Amendment of compact 


Provision would be made in the compact for its amendment, to provide the 
flexibility necessary to meet changing circumstances, conditions, and require- 
ments. A specific situation requiring amendment of the compact is the necessity 
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to adjust the boundaries of the metropolitan district from time to time so that 
it may at all times encompass the integrated community. There may be numer- 
ous Other situations making it necessary or desirable to amend the compact. 

In the absence of such a provision for »mendment, any amendment to the 
compact would have to follow the same procedure as the enactment of the 
original compact, namely, approval and ratification by the States and consent by 
Congress. However, with a self-contained amendment provision, the necessity 
for congressional consent probably could be eliminated. This objective could 
he accomplished by a provision in the compact which expressly states that the 
compact agency shall have the powers and duties presently set forth and such 
additional powers as may be conferred upon it by subsequent action of the 
respective legislatures of the signatory bodies, or by act or acts of Congress. 
Such a provision is incorporated in the Ohio River Valley sanitation compact 
and in the Port of New York Authority compact. The latter compact has been 
amended extensively over the years, since its creation in 1921, without the con- 
sent of Congress to any of such amendments. Such simplicity in amendatory 
procedure is desirable because there is in fact little or no danger of encroach- 
ment by the States on Federal interests by the nature of the subject matter 
dealt with in the compact and by virtue of the ultimate control of the Federal 
judiciary over the legality of compact provisions. 


The interstate compact as a means of public ownership 


The discussion so far has been concerned with the use of the interstate com- 
pact as a commission regulating privately owned and operated transit companies. 
The interstate compact can also be used as a public authority for the owner- 
ship and operation of one or more transit systems and related facilities. Again, 
the New York Port Authority is the best example of the use of an interstate 
compact for this purpose. 

The interstate compact could be adapted to the construction, acquisition, owner- 
ship, operation, or leasing of terminal facilities, rolling stock, or entire transit 
systems. If the compact initially created only the regulatory commission and 
it were later desired to create a public authority, this could be done by an 
amendment to the compact creating, within the framework of the compact, a body 
corporate and politic, empowered to own and operate facilities. Such an 
authority could be made fiscally independent of its creating members and 
limited to financing by the issuance of revenue bonds or could be supported by 
the general credit of the signatory members or through a combination of both 
methods. 

The necessary amendment to the compact would be executed by the same 
procedure as the compact itself, except that it may not be necessary to obtain 
the consent of the Congress. However, an amendment to give the compact 
agency debt-issuing powers may, in this instance, require congressional action 
because the District of Columbia does not have the authorization to issue debt on 
its own credit. This presents no problem of significance, as Congress, acting 
in its capacity as the legislature for the District of Columbia, could specifically 
empower the agency to issue securities. If it were decided that the compact 
would be supported by the general credit of the signatory members, Congress 
could provide for the financing of the District of Columbia share of the compact 
expense. In view of the fact that Congress has the ultimate responsibility for 
the affairs of the District of Columbia it would be appropriate for the compact 
to provide for congressinal approval of any amendment of the compact which 
would transform the compact organization from a regulatory body to a public 
authority owning and/or operating transit or related facilities. 


Erecution of the compact 

The execution of the compact may be made simple. Although in many cases 
Congress by appropriate legislation authorizes or invites the States to negotiate 
a compact and in many cases the actual negotiations by State officials is pre- 
ceded by State legislative authorizations, such a procedure is not legally neces- 
sary. A compact is created when it is ratified by the compact States and the 
consent of Congress obtained. In many cases, the consent of Congress has been 
implied rather than expressed. 

Apart from legal considerations, in the present posture of the problem, it 
does not appear that as a practical matter any further preliminary authoriza- 
tions are required. The President in the statement accompanying his pocket 
veto of H. R. 2236, passed by the 83d Congress, suggested that the States con- 
sider the solution of the transit problem in the metropolitan area by resort to 
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compact. Congress has authorized the National Capital Planning Commission 
and the National Regional Planning Council to make a comprehensive study of 
the transit problems, make recommendations with respect thereto, and has pro- 
vided appropriations therefor. Moreover, the Legislatures of Virginia and 
Maryland by resolution have appointed legislative commitees to inquire into the 
adequacy of transit service and to make recommendations with respect thereto, 
Legislative representatives and representatives from the utility regulatory 
agencies of the States are participating in and cooperating closely with the 
study being conducted by the National Capital Planning Commission and the 
National Capital Regional Planning Council. 

Under these circumstances, it is entirely appropriate for the investigating 
committees appointed by the Maryland and Virginia Legislatures to submit 
to their respective bodies compact legislation as part of their recommendation. 
Such legislation, if adopted by Maryland, Virginia, and the District of Colum 
bia and consented to by Congress, would become an effective compact. 

As a matter of procedure, substantially identical bills would be presented to 
the legislature in each compacting jurisdiction. Upon enactment by ail the 
signatory members, the compact will become binding upon the local governments, 
subject to the consent of the Congress. The time schedule would permit the 
presentation of the ratified compact to the Congress at the 2d session of the 84th 
Congress. 

The execution of the compact by the District of Columbia is worthy of separate 
consideration. The compact provision of the Constitution (art. I, sec. 10) im 
poses a limitation on the execution by States of compacts. Since the District of 
Columbia is not a State but is a Federal Territory, it may be considered that it is 
not comprehended within the constitutional provision. However, the Consti- 
tution imposes no restriction on the power of Congress to enter into compacts 
with States and it has done so in the upper Colorado River Basin compact and 
the Ohio River Valley sanitation compact. The question, therefore, reduces it 
self to the question of the method by which the District of Columbia may partici- 
pate in a compact. The District of Columbia is a signatory member to the Poto- 
mac Valley Conservancy District compact. In that case, the procedure followed 
in the execution of the compact by the District of Columbia was exactly the 
same as the procedure followed by the States. Congress by joint resolution 
authorized the local governments to enter into a compact and later affirmatively 
granted its consent to the compact. The compact was executed by the Board 
of Commissioners of the District of Columbia. 

Although the consent legislation of the Congress in that case was probably 
adequate authority to validate the action of the Board of Commissioners of the 
District of Columbia, any doubts could be easily eliminated by express congres 
sional authorization to the governing body of the District of Columbia to enter 
into the compact. Such authorization could be spelled out in the consent legis 
lation. Even if not so spelled out, it would appear to be clearly inferable from 
the act of Congress granting consent. 

A greater formality was followed in the execution by the District of Columbia 
of civil-defense compacts. In the Federal Civil Defense Act of 1950, the Dis- 
trict of Columbia was ineluded by definition as a State. Under section 201 
(gz) of that act, the administrator is authorized to assist and encourage the 
States to negotiate and enter into interstate civil-defense compacts. Despite the 
provisions of this act, special congressional authorization was obtained for the 
District of Columbia to enter into interstate civil-defense compacts. Such au 
thorization was presented in Senate Joint Resolution 63 of the 83d Congress, 
and was enacted as Public Law 348 of that Congress, chapter 172, 2d session. 
That legislation expressly authorizes the Commissioners of the District of Co 
lumbia to enter into and execute on behalf of the District of Columbia interstate 
civil-defense compacts with the States, substantially in the form set forth in the 
preamble to that act. 

Inasmuch as the orders and decisions of regulatory commissions frequently 
are such to judicial review, it would be well to provide express congressional 
authorization to the government of the District of Columbia to enter into the 
transit comnact to eliminate the method of executing the compact as an inviting 
issue for litigation. 

If there is agreement between the political jurisdictions on the interstate 
compact as an appropriate means for the regulation of transit in the metropolitan 
area and upon the substantive provisions of regulation, it appears that the com- 
pact could be presented for legislative consideration in the early part of 1956. 
The biannual meeting of the Virginia General Assembly will be held in January 
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of 1956 and it appears that a special session of the Maryland General Assembly 
will be called to deal with legislation in connection with creating a port authority 
for Baltimore. Under Maryland law, the Governor could include the compact 
legislation on the agenda for the special session. There are good indications 
that this special session will be held either late in January or early in March 
of 1956. 


Powers of the Transit Regulatory Commission 

The Regulatory Commission provided for by the compact would be generally 
similar in its form, organization, and functions to the existing regulatory agen- 
cies of the signatory States. The fact that the Regulatory Commission would 
he provided for in an interstate compact would not affect its character as a 
utility regulatory commission. Moreover, its powers would not be substantially 
different in scope from the powers normally granted to regulatory commissions, 
but these provisions would be drafted in such a manner to place the initiative 
and responsibility upon the Commission for the effectuation of a balanced trans- 
portation system in the metropolitan area, in which the private automobile and 
transit vehicles would be utilized to the best advantage of each. 

The Commission would be granted the normal regulatory powers over rates, 
routes, service, depreciation, accounts, financial transactions, and other usual 
matters and would be empowered to issue certificates of convenience and neces- 
sity, and require reports to be filed with it. In addition, the Commission would 
he empowered to establish joint service between separate operating companies 
and prescribe the joint fares and the division thereof between the participating 
carriers, The Commission would also be directed and empowered to make all 
changes and adjustments in the routes and fare structures of the several indi- 
vidual operating companies as may be necessary to conform the overall pattern 
of service and rate structure to the needs of the entire metropolitan district. 
The act would also provide procedures under which the Commission’s powers and 
functions are to be exercised which will conform to the established requirements 
of due process. 

The creation of the areawide regulation would not disturb the franchises or 
operating rights of the carriers presently rendering service. The franchises or 
other operating rights held by these carriers would entitle them to continue their 
authorized operations under the new regulatory setup. Under the Maryland 
law, the public service commission does not issue a long-term or indefinite certifi- 
cate of public convenience and necessity but only issues an annual permit for 
the operation of each motor vehicle. The compact would provide that the car- 
riers presently rendering service in the Maryland portion of the metropolitan 
area may continue their operations without any further grant of authority, 
subject to the general power of the compact Commission to revoke for cause 
the authority of any carrier subject to its jurisdiction, after affording such 
carrier an opportunity for hearing. 

The jurisdiction of the compact Commission would be limited to regulatory 
matters and would not be extended to other legislation dealing with the affairs of 
the carriers. Matters such as vehicle licensing, taxes, labor relations and regu- 
lation, and other such legislation would be left to the States. It would be well, 
however, to confer jurisdiction on the compact Commission over safety standards 
for vehicles and personnel and over liability insurance requirements in order 
to achieve a uniformity throughout the area of regulation. 

The provisions of the act would recognize that transit no longer enjoys a 
monopoly in the transportation of passengers in the urban area and that it is in 
fact competitive with the unregulated private automobile. Under these circum- 
stances, the function of regulation would not be so much to protect the public 
against abuses of a monopoly character, but to serve the interests of the riding 
public, carriers, and the public-at-large by the establishment of a regulatory 
und operational climate which would foster and assist transit in performing its 
public function of providing adequate transportation. To this end, the integra- 
tion of the Traffic and Highway Board into the ambit of regulation is most 
important, 

Several of the powers and functions of the Commission which would be differ- 
ent in some respects than similar powers as usually found in utility regulatory 
agencies should be briefly discussed. These deal with the matters of rates, 
routes, and mergers and consolidations of operating companies. 

Rates.—One of the chief criticisms of transit regulation over the country is 
with the ratemaking process. Administrative ratemaking, subject as it is to 
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judicial review, is inherently time-consuming and complex. Such a procedure is 
subject to question in face of the fact that, generally speaking, the level of earn 
ings of transit companies is not excessive. In the postwar economy, regulation 
has not been necessary to protect the public against rate levels which would 
produce excessive earnings. The problem has been, and currently is, to assure 
transit a sufficient level of revenues to provide adequate transportation service 
Within the limits permitted by judicial standards, which are designed to protect 
both consumer and investor alike from arbitrary administrative action, transit 
rate making procedures should be adapted to the limited earnings potential of 
transit operating companies, with a view to streamlining the procedures. 

There is an increasingly articulate body of opinion which takes the view that 
regulation should be removed from transportation rates, particularly transit 
rates. Regardless of the merits of this position as a general proposition, it 
would not be satisfactory under the circumstances presented in the Washington 
metropolitan area. Firstly, the orientation of transit to an areawide basis from 
its present limited and fragmented aspects requires that the Commission be 
empowered to develop an overall transit rate structure adapted to the broader 
area of regulation. Secondly, if the regulatory policy of encouraging transit 
riding is successful, the need for regulatory control of rate levels to protect 
against excessive earnings may arise. Thirdly, effectuation of the public 
policy of raising transit traffic levels requires affirmative governmental assistance 
and close cooperation with the carriers. It is very likely that the promulgation 
and execution of necessary transit policies would be hampered unless jurisdiction 
over rates was retained as one of the tools in the kit. 

In searching for a simplified ratemaking procedure, consideration has been 
given to various methods of automatic rate adjustments, based on revenue 
requirements. Although this type of regulation has been in effect in the District 
of Columbia during past periods for electric and gas regulation, it has not proven 
entirely satisfactory. In any event, ratemaking in transit requires considera- 
tion and balancing of many factors and is too complex to lend itself well to 
sliding scale rate regulation. 

Considerable simplification and streamlining may be brought about within 
the framework of existing ratemaking procedures. Under most regulatory 
statutes, including those regulating transit in the metropolitan area, the initia- 
tive in ratemaking is left with the carrier. When an application for a change 
in rate schedule is filed, the Commission is empowered in its discretion to suspend 
the effectiveness of such rates for the statutory period. When rates are sus- 
pended, the carrier is precluded from putting into effect the proposed rate in- 
-erease until the end of the suspension period, and hearings to examine the pro- 
posed rates and to determine reasonable rates are instituted by the Commission. 
Although the suspension practice has deep historical roots and is an important 
part of the ratemaking procedures, it is open to serious question whether sus 
pension is desirable in transit rate regulation in the metropolitan area. The fact 
that no practical means has been devised for making refunds on rate increases 
which are ultimately reduced is not a complete answer. Under present condi- 
tions it would seem better on balance to enable the carriers to adjust fares to 
meet revenue requirements than to engage in ratemaking refinements. 

Such a procedure would not involve any significant limitation on rate regula- 
tion. Upon its own motion, or upon complaint, the Commission could institute 
a proceeding to determine the reasonableness of effective rates. In such a pro- 
ceeding, the statute would place the burden on the carrier to justify its rates. 
The only real difference between the suggested procedure and the rather general 
present suspension practice is that during the ratemaking proceedings, the new 
rates would be in effect. The real problem is to keep these carriers sufficiently 
strong financially to perform their public function of rendering adequate mass 
transportation service. 

Such a policy would work only if the Commission were exercising continuous 
regulation over the affairs of the carriers and had available regular and full 
reports containing details on passengers, revenues, and expenses. With such 
information, as well as full information with respect to the carrier’s plant and 
depreciation accounts, the action by the commission on suspension would have 
a sufficient factual basis to remove it from the realm of arbitrariness. 

The implementation of such a policy does not require any basic changes in 
the existing powers of the local regulatory agency. Under existing regulation, 
each Commission has the discretionary power of suspension. However, estab- 
lished practice and uncertain judicial standards make it desirable that the legis- 
lative policy be spelled out in the organic law. For this reason, the regulatory 
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law in the compact would provide that in exercising its discretion on suspension, 
the Commission shall give appropriate consideration, among other things, to the 
financial condition of the carrier, its revenue requirements, and whether the 
carrier is being operated economically and efficiently. 

The statute would require that all rates and charges and regulations relating 
thereto must be just and reasonable and not unduly preferential or discriminatory 
as between riders and sections of the metropolitan area. Under these broad 
statutory standards, the Commissions would be free to apply any reasonable 
formula for ratemaking purposes. Moreover, the Commission would be em- 
powered, if the circumstances so required, to create rate zones and rate differen- 
tials based on reasonable criteria. 

Routing.—The power of the Commission over routing also requires special 
consideration. In carving out a new territorial area for regulation, the Com- 
mission should be empowered to examine the adequacy of the existing pattern 
of routes, to prescribe individual route changes, or a comprehensive new plan 
of routing, if such is required to provide adequate transportation and to create 
coordinated and integrated operations. It would, therefore, appear appropriate 
for the compact law specifically to deal with this function. 

Procedures should be provided for the presentation and effectuation of routing 
plans, changes in routes, and extensions and abandonments of service by both 
the carriers and the commission. With the assistance of the Traffic and High- 
way Board, the commission would be in position to take the initiative in such 
matters, or at least actively participate with the carriers in the development 
of routing proposals, to a much greater extent than is normally the practice of 
transit regulatory agencies. In order to encourage the exercise by the commis- 
sion of its initiative in these matters, the compact law would provide for an 
order to show cause procedure pursuant to which the commission or the car- 
riers could present proposals relating to routing and service and hold hearings 
thereon. Problems of this kind lend themselves well to informal handling be- 
tween the commission and the carriers. To assure that such informal procedures 
will be fully utilized, the compact law would provide for conferences for the 
discussion and solution of such problems, prior to their presentation for formal 
action. 

In an industry, such as transit, which is experiencing a trend of declining 
patronage, questions of routing and standards of service inevitably present con- 
flicts between the public demand for service and the interest of the carrier in 
profitable operations. Under existing regulatory concepts, one or the other of 
these objectives prevails in the short run, but neither objective is attainable in 
the long run. The only solution to this dilemma is to improve transit-riding 
levels. This is the objective of the provisions in the compact law designed to 
speed up transit service and to give transit, to the extent possible, a preferred 
status as a user of public vehicular facilities, With an overall profitable opera- 
tion, this dilemma may be resolved. Extensions, increased service, or abandon- 
ments may be required or permitted without regard to the results of operation 
on the particular line or service involved, if the overall results of operation are 
adequate. 

The more difficult question is to provide for service coverage and experimenta- 
tion with new routes and additional service as a means of stimulating traffic 
when the operation as a whole is not reasonably profitable. Under existing 
concepts of regulation, there are legal and constitutional limitations upon the 
power of an administrative agency to force a regulated industry into unprofitable 
operations. However, if affirmative requirements for additional service are 
coupled with governmental assistance in providing transit with improved traffic 
conditions, it would be entirely reasonable to permit the regulatory agency to 
require service improvements on an experimental basis. From the standpoint 
of the transit company, the administrative agency would be justified in exercising 
such initiative, because the administrative program in its entirety directly bene- 
fits transit by creating favorable traffic conditions for its operation. From the 
standpoint of the public, transit would be entitled to this valuable governmental 
assistance only if it enabled transit to render a better service which would 
attract riders and bring about efficiency and economy in the use of public vehi- 
cular facilities. The commission’s powers over routes and service and over 
traffie are in effect aspects of a single policy which must be executed in its 
entirety if the public interest is to be fully protected. 

To carry out this basic policy objective, the compact law would empower the 
Commission to require the establishment of new routes, extensions of routes, 
and increase in service on existing routes, with the proviso that, in the event 
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the carrier’s operations as a whole are not conducted at a reasonably profitabl 
level, such requirements may be imposed only for a test period not to exceed & 
months. The continuation of such service beyond the 6 months’ period would 
require the consent of the carrier to be affirmatively given in the manner pre 
scribed by the commission. 

Although routing would be one of the cardinal regulatory functions of the 
compact Commission, this matter must be handled in a manner which recog 
nizes and protects the jurisdiction and interests of the serveral local govern 
mental authorities within the metropolitan area. One of the objections advanced 
by the District of Columbia to the various proposals for Federal regulation of 
metropolitan transit has been the interference of the proposed regulation with 
the authority of the Board of Commissioners over the streets and highways of 
the city. President Eisenhower in his statement accompanying his veto of H. R 
2236, passed by the 83d Cengress, also referred to the necessity to safeguard 
lezitimate local interests. The interest of a city or other governmental sub 
division in the use of its street and highway facilities is indeed very important. 
Moreover, section 124 of the Virginia Constitution prohibits the use of the 
streets, alleys, or public grounds of a city or town without the previous consent 
of the municipal authorities 

In view of these considerations, it would be desirable for the compact law to 
recognize the paramount interest of the local governing bodies in the use of 
streets and highway facilities by transit vehicles. However, since transit in 
the metropolitan area is an urban operation which maximizes the importance of 
freedom in selecting and using streets, the commission’s regulatory powers 
would be rendered ineffective if its freedom of action in these respects were 
materially limited. An accommodation to these apparently conflicting circum 
stances can be worked out by a provision in the compact law which empowers 
the commission to designate or approve routes, subject to obtaining necessary 
consents from any local governing body. Obtaining of such consents would be a 
duty of the compact commission, which it could readily perform through and 
with the assistance of the members of the Traffic and Highway Board. 

Consideration has been given to making the compact commission the final 
authority on routing matters and empowering it to make such orders as it deems 
necessary with respect thereto, after affording the local governmental authority 
concerned an opportunity for a hearing. This possibility has been rejected on 
the grounds that it will be preferable to provide that routings be worked out on 
a concensual basis. Since the local authorities will have membership on the 
Traffic and Highway Board, and would thereby be integrated into the regulatory 
machinery, there is no basis for assuming a lack of proper coordination by the 
local governing authorities with the compact commission. 

Mergers and consolidations.—The presence of several separate carriers render- 
ing service in the metropolitan area complicates the regulatory problem. At this 
juncture, it is impossible to determine whether such complications will be great 
enough to preclude the effectuation of an integrated and coordinated service, 
which is essential to an adequate transportation system. 

Although, in theory, joint service and joint rates could be established between 
the separate carriers, where required for adequate service standards, such ar- 
rangements present practical and administrative difficulties. In a situation 
where each company’s service has developed with regard to its own service area, 
it would be difficult to schedule good joint service between companies. The prob 
lem of the division of joint rates and the integration of such joint rates into a 
sensible and workable areawide rate structure would be no easy task. Bxperi- 
ence in joint] fare division cases before the Interstate Commerce Commission 
demonstrates the complexities of such proceedings. In an urban transit system, 
where conceivably there may be numerous joint service arrangements and consid- 
erable fluctuation in the affairs of the participating carriers, there is posed the 
probability of frequent litigation over the joint service and joint fares. If this 
situation were to eventuate, the burden on the commission and the carriers in 
terms of time and expense may discharge the use of joint service arrangements, 
with the consequence that the resulting pattern of service may fall short of area- 
wide regulation. 

In many instances an equitable fare structure would require that the joint 
fare be something less than the combination of the separate fares of the partici- 
pating carriers. The importance of maintaining the financial strength of each 
of the carriers might make it undesirable, however, to decrease the share of a 
~arrier in the joint fare below the separate rate level. On the other hand, a 
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single carrier might well be able to render the service at a lower fare than the 
combined separate fares of each carrier. 

One of the objectives of areawide unified regulation should be to bring about 
au single operating company. To achieve this objective, the compact law would 
provide for the voluntary merger and consolidation of the separate carriers 
operating in the area, subject to the approval of the compact commission and 
its power to impose terms and conditions, including those necessary to protect 
the integrity of the capital structure of the surviving company. The commission 
would also be granted the power to compel mergers and consolidations on fair 
and equitable terms, if the commission finds on the basis of a record made at a 
public hearing that the public interest in adequate transportation service requires 
such unification. The reorganization of enterprises is a fairly commonplace 
procedure under both Federal and State statutes. The problem in those cases is 
the allocation to the various classes of security holders their proper share in the 
reorganized enterprise. The problem would be similar in the case of a merger 
or consolidation. The standards and techniques which have been developed in 
the reorganization field would afford adequate protection for the interest of the 
investors in the constituent transit companies to a merger or consolidation. 
Judicial review 0f administrative orders 

No system of utility regulation is complete without adequate provision for 
judicial review of the administrative orders issued by the regulatory commission. 
Since the proposed compact would be the first to operate as a utility regulatory 
commission, there is no established precedent for determining whether the review 
should be in the State or Federal judiciary. 

From the legal standpoint, there are no problems in placing the review in the 
State judiciary. The difficulty encountered in such an arrangement is a prac- 
tical one. With independent judicial review in three separate jurisdictions, the 
probability of conflicting decisions must be recognized. 

The advantage of placing review in the Federal judiciary is that uniformity 
of decision will be assured, although the location of the metropolitan area in 
more than one Federal circuit presents the possibility of conflict among the 
circuits. Any such conflicts, of course, would be resolved by the Supreme 
Court. 

Placing judicial review in the Federal judiciary, however, raises problems 
both of theory and law. Basically, it is inconsistent in theory to provide for 
State regulation through an interstate compact on the grounds that the prob- 
lems are local in nature and at the same time place judicial review in the 
Federal judiciary. However, the Federal judiciary could not be entirely elimi- 
nated even if review were left in the State judiciary because the court of original 
jurisdiction for the District of Columbia is the United States District Court for 
the District of Columbia. 

The legal problem arises because, for many purposes, a compact is considered 
a law of each of the enacting States. The legal question is whether a State 
may delegate the judicial function over its laws to the Federal judiciary. There 
is no comparable problem, on the part of the Federal Government. By legisla- 
tion, either in the consent action or by supplemental legislation, it could em- 
power the legislative courts, which include the district courts and the courts 
of appeal, to take jurisdiction. 

The attorney general of Virginia takes the position that section 164 of 
the Virginia Constitution, heretofore cited, constitutes a prohibition on the 
power of the general assembly to enact legislation divesting the courts of 
Virginia of jurisdiction over transportation in any portion of the State of Vir- 
ginia. This is stated very much as a corollary to the proposition that the 
general assembly is prohibited by this constitutional provision from enacting 
legislation divesting the State Corporation Commission of jurisdiction over intra- 
state transportation. So far as Virginia is concerned, the question of re- 
view does not arise unless the compact commission exercises jurisdiction over 
Virginia intrastate traffic. If the basic jurisdictional problem is resolved, it 
is reasonable to expect that the question of review will not present a separate 
problem. 

The opinion of the attorney general of Marvland points out that there is no 
express constitutional provision prohibiting the delegation of judicial review 
of orders of administrative agencies to courts other than those of Maryland. 
The opinion further reasons that, under the inherent power of the State to 
resolve interstate difficnlties by comnacts duly anproved by Congress, Mary- 
land may, if its legislature and its Governor see fit to do so, enter into a com- 
pact providing in part that judicial review of the limited interstate problems 
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committed to a joint commission shall be exclusively vested in Federal courts. 

So far as the State problem is concerned, it should be pointed out that in 
the upper Colorado River Basin compact, concurrent jurisdiction in both Fed- 
eral and State courts is provided. This is an important precedent, because 
it indicates rather clearly that the member States to that compact do not con- 
sider that there are any limitations on their powers to delegate jurisdiction 
to the Federal courts. The provision in this compact for concurrent juris- 
diction in the State courts does not supply a constitutional basis for delega- 
tion of jurisdiction to the Federal courts, if such basis does not otherwise 
exist. 

From 2 broader perspective, however, the problem may be without substance. 
In the Dyer case, discussed above, the Supreme Court reaffirmed its earlier 
opinion in the case of Hinderlider y. La Plata River and Cherry Creek Ditch 
Company, (304 U. 8S. 92 (1988)), that the interpretation of an interstate com- 
pact presents a Federal question. The area of uncertainty is whether an ad- 
ministrative order of the compact commission would be considered as involvy- 
ing an interpretation of the compact. If the answer is in the affirmative, there 
is no problem with respect to placing review in the Federal judiciary. In this 
connection, it must be kept in mind that the Supreme Court, over the years, has 
sought. to encourage the States in the broad use of interstate compacts. It is 
unlikely that the Supreme Court would now see fit to discourage the extension 
of the compact device to transit regulation in a metropolitan area. The interest 
of the Supreme Court in preserving the interstate compact as a useful instru- 
ment in National-State relations is a measure of assurance that it would not 
withhold its jurisdiction over the affairs of compact commissions. 

If an administrative order of a compact commission presents a Federal ques- 
tion, then even a provision in the compact giving the State courts jurisdiction 
would not exclude the jurisdiction of the Supreme Court. The jurisdiction of 
that court would be brought to bear through a writ of certiorari to the court of 
last resort in the States. This was the procedure by which the Dyer case reached 
the Supreme Court. 

Under these circumstances, it would seem appropriate for the compact to 
piace review in the Federal judiciary. If such were invalidated by subsequent 
court action, the compact provisions dealing with review could be amended 
to accommodate itself to the legal situation. In line with prevailing prac- 
tice in the more recent Federal and State regulatory statutes, review of the 
compact commission’s orders should be placed in an appellate court rather than 
one of original jurisdiction. Therefore, the compact would provide that review 
of the orders of the commission should be had in the court of appeals for the 
circuit where the carrier operates, or has its principal place of business, or 
where the appellant resides, or in the Distriet of Columbia circuit. The com- 
pact also should provide for the enforcement of the utility law and the preven- 
tion of its violation. Jurisdiction for this purpose should be lodged in the 
appropriate district court of the United States to be determined by the normal 
standards of venue, or in the United States District Court for the District of 
Columbia. 

Changes in existing laws required by creation of the compact commission 

As indicated above, Congress would be required to enact legislation granting 
the Federal judiciary jurisdiction over the enforcement of the compact utility 
law and review of the commission’s administrative orders. 

Section 40-603 (e) of the District of Columbia Code creates a joint board 
to be composed of the Commissioners of the District of Columbia and the mem- 
bers of the Public Utilities Commission for the control of the routing of common 
earrier vehicles, the location of stops, the establishment or location of platform 
or loading zones, and related matters. Congress, as the legislative body for the 
District of Columbia, will have to modify this provision to enable routing and 
traffic matters to be handled in the manner set forth in the compact law. This 
could be accomplished by amendatory legislation which would make this section 
inoperative during the existence of the compact and would snecify that such 
matters are to be under the sole jurisdiction of the Board of Commissioners. 
This amendment could he made either in consent legislation or in special supple- 
mentary legislation. 

The Interstate Commerec Act is applicable to interstate commerce in the met 
ropolitan area. The stretcar operations are exempt from the provisions of 
part I of that act, by section 1 (22) as a “street, suburban, or interurban electric 
railways, which are not operated as a part or parts of a general steam railroad 
system of transportation.” Under part II of the Interstate Commerce Act, the 
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‘interstate operations of motor carriers within the metropolitan area are subject 
to the jurisdiction of the Interstate Commerce Commission. As long as that act 
is applicable to commerce within the metropolitan area, there is considerable 
doubt whether the States through the interstate compact commission could exer- 
cise jurisdiction over this interstate commerce. Therefore, for legal, as well as 
practical reasons, the Interstate Commerce Act should be made inapplicable to 
transportation within the metropolitan area and to carriers enegaged solely 
therein. Moreover the jurisdiction presently exercised by the Public Utilities 
Commission of the District of Columbia should also be made inapplicable. 

It is not considered desirable in the case of either the Interstate Commerce 
jurisdiction or the jurisdiction of the Public Utilities Commission of the District 
of Columbia actually to repeal those laws as they apply to the affected transpor- 
tation. It would be preferable for Congress simply to enact legislation exempt- 
ing the affected transportation from the provisions of those acts so long as the 
compact commission is exercising jurisdiction. The congressional legislation 
should further provide that in the event of the dissolution of the compact and 
the termination of its jurisdiction that the jurisdiction of both the Interstate 
Commerce Commission and the Public Utilities Commission of the District of 
Columbia would reattach. Similar provisions should be incorporated into the 
compact with respect to the inapplicability of the laws of the States during the 
existence of the compact. This would eliminate the possibility of any jurisdic- 
tional void in the event of the dssoluton of the compact before Congress could 
reenact necessary legislation. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, February 20, 1956. 
Hon. J. PERCY PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DEAR Mk. CHAIRMAN: This letter is in response to your request of January 31, 
1956, for a report on H. R. 8901, a bill “To provide for an adequate and economi- 
cally sound transportation system or systems to serve the District of Columbia 
and its environs; to create and establish a public body corporate with powers 
to earry out the provisions of this act; and for other purposes.” 

Among other provisions of the bill, section 20 (c) would notwithstanding any 
other provision of law, make the Authority, its officers, employees, and members 
of the Board, subject to title Il of the Social Security Act, as amended, and 
the related provisions of the Federal Insurance Contributions Act (Internal 
Revenue Code of 1954, ch. 21), as amended. Section 20 (d) would similarly 
exclude the Authority and its officers and employees and the members of the 
Board from being subject to the Civil Service Retirement Act of May 29, 1930, 
as amended, and a number of other acts covering Federal and District of 
Columbia employment. 

We believe that the provisions making the Authority and its employees sub- 
ject to title II of the Social Security Act and to the Federal Insurance Contribu- 
tions Act are sound and have no objection to the provisions making employment 
by the Authority not subject to the Civil Service Retirement Act. We do not 
believe that we either have the competence or that it would be appropriate for 
us to comment on the basic purposes of the bill. 

The Bureau of the Budget advises that it perceives no objection to the 
submission of this report to your committee. 

Sincerely yours, 
M. B. Fotsom, Secretary. 


(Whereupon, at 12:25 p. m., the subcommittee recessed, subject to 
the call of the Chair.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 1334, 
New House Office Building, Hon. Oren Harris (chairman of the sub- 
committee) presiding. 

Mr. Harris. The committee will come to order. 

This morning we are resuming hearings on the Capital Transit. 
We have a request from Mr. Max M. Kampelman that in view of the 
developments he would like to present information for consideration 
of the committee. 

I understand that Mr. Kampelman and others who are associated 
with him in this proposal are here this morning. 

Mr. Kampelman, we will be glad to hear you. 


STATEMENT OF MAX M. KAMPELMAN, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


Mr. Kampetman. Thank you, Mr. Chairman. I am accompanied 
here this morning, Mr. Chairman, by Mr. Edward R. Carr, who is 
president of the Washington Board of Trade. 

Also by Mr. Donald McCormack, who is a vice president of the Riggs 
National Bank and chairman of the transportation committee of the 
Board of Commerce, and by Mr. George Scully, a representative of 
the brokerage firm of Eisele & King, Libaire, Stout & Co.; and they 
would like the privilege of testifying before you as soon as I get 
before you my introductory review of our proposal. 

Mr, Harris. How much time are you going to require, Mr. Kampel- 
man ? 

Mr. KAmpeLMAN. My personal appearance, or the total ? 

Mr. Harris. Your appearance. 

Mr. Kampetman. I would guess probably about 10 or 15 minutes 
would be my judgment as I look at the paper now. 

Mr. Harris. Very well, you may proceed. 

Mr. Kampeiman. Mr. Chairman, I welcome the opportunity to 
appear before you and the members of your subcommittee this morn- 
ing. At the outset, let me state that we appreciate the position in 
which you now find yourselves. The Congress is not in a position to 
pass on technical questions relating to transit service. Very under- 
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standably and correctly that responsibility was placed in the hands 
of the Public Utilities Commission and the District Board of Com- 
missioners. It was the clear intent of the Congress that the governing 
officials of the District of Columbia would report back during the 
early part of this congressional session with a recommendation as toe 
a new franchise holder. The fact that no such recommenation has 
been forthcoming is undoubtedly a source of deep regret and concern 
to you, as it is to us. 

Yet in spite of the fact that the Congress is not prepared to pass on 
the technical problems relating to transit service and had hoped it 
would not be called upon to pass on those questions, the ultimate 
responsibility for the decision making still remains with the Senate 
a the House of Representatives. You are being asked to enact 
legislation to create a public authority, a form of public ownership and 
operation of our transit system. The basis for that recommendation 
is that no private company has come forward with a satisfactory plan 
meeting the standards of the Commissioners. 

It is because we have a contribution to make to that latter question 
that we appear before you this morning. We have been encouraged 
to do so by many of our friends and associates in and out of the 
Congress who seriously question the judgment of the Commissioners. 
We ourselves question that judgment and are pleased to shed whateve: 
light we can based on our experience. 

On February 10 of this year, Messrs. Carr, McCormack, and I met 
with the Public Utilities Commission. We were accompanied by Mr. 
George Scully, a representative of the firm of Eisele & King, Libaire, 
Stout & Co., members of the New York Stock Exchange. During the 
course of our conference, the PUC decided to call for a public hearing 
the following Monday, February 13, in accordance with their stated 
policy. Newspaper correspondents were informed by the Chairman 
of the Commission that our proposal as submitted to the Commission 
that day presented a prima facis satisfactory case as to our qualifica- 
tions to obtain a permit. 

Our hearing took place the following Monday, at which time we 
formally and openly presented for the public record the details that 
we had earlier supplied to the Commission. In addition to my own 
testimony, Messrs, Carr and McCormack testified, as did Mr. Scully, 
representing the underwriter, Mr. Ralph Davis, representing General 
Motors, and Mr. B. M. Larrick, representing our management. 

Mr. Harris. I do not want to interrupt you. 

Mr. Kampetman. I wish you would. 

Mr. Harris. Now, you say “our plan.” What do you mean by “our 
plan”? I know you have called the names of these people. 

Do you have a company ? 

Mr. Kampe“Man. The District Transit Co., Mr. Chairman, is a cor 
poration which was organized under the laws of the District of Co- 
lumbia in order to undertake to operate a bus system here in the Dis- 
trict of Columbia if it received a franchise. 

Mr. Harris. And who is the president of it? 

Mr. Kampretman. The chairman of the board of that company is 
Mr. B. M. Larrick, who is our management man, as I will explain in 
the course of my testimony. 

Mr. Harris. Very well. 
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Mr. Kamrriman. And will be happy to mention the other members 
also who are participating in it. 

Mr. Harris. All right. 

Mr. Kamrecman. Let me now summarize for you the details of our 
plan. 

We propose to provide an all-new bus system in the District of 
Columbia to begin August 15, 1956. Toward that end, we reported on 
negotiations we had begun with bus manufacturers. It was our belief 
that the District of Columbia deserved the best and most modern trans- 
portation in the world and we were prepared to provide such a 
service. 

The transfer from a partial street railway service to an all-bus 
system requires rerouting. The Public Utilities Commission, in ad- 
vertising for offers from private companies to take over the franchise, 
stipulated that those offers should be based on an all-bus system. We 
were pleased to meet that requirement because of our own conviction 
that an all-bus system has greater assurances of providing an attrac- 
tive financial return to the private operator. It was also our feeling 
that the present route system in Washington is not fully conducive 
to efficient service for the transit rider and we stated our desire to pro- 
vide an engineering survey to establish a new and efficient routing 
pattern. 

Our transit plans were developed by Mr. B. M. Larrick, who is now 
vice president and general manager of the Twin City Transit Co. in 
Minnesota. Mr. Larrick has had more than 30 years of experience 
involving all phases of the transit business, the last few years of which 
have been extensively and directly related to the problem of convert- 
ing mass transit systems from street cars to all-bus. He has the high- 
est respect of his associates in the transit industry. We have received 
support and encouragement for our company primarily because of 
association with Mr. Larrick and the confidence that the industry has 
in him. We were informed by representatives of General Motors, for 
example, that their extension of credit to us was based on their con- 
fidence in our management plans as a result of Mr. Larrick’s participa- 
tion in them. Mr. Larrick is chairman of our board of directors. 

In presenting our plans to the Commission, we informed them that 
we planned to have three sites for garage, maintenance, and repair 
facilities. We have detailed floor and construction plans for those 
facilities. Mr. Carr has obtained options on two of the proposed sites 
that we have in mind and we have located a third property which 
would meet our needs admirably. 

We were and are prepared to operate the franchise in this com- 
munity because of our conviction that it can be a profitable one for 
private enterprise under good management direction. We believe the 
District of Columbia to be one of the best transit cities in the country 
and that with proper encouragement and recognition of transit prob- 
lems a good service can be provided to this community. 

We would welcome the opportunity to participate in the business 
life of the Nation’s Capital. We would not do so if we were not con- 
vinced that our operation would be a profitable one. Our studies 
convince us of that fact. We have eoerind the Public Utilities Com- 
mission with our most conservative figures based on the operation of 
the present company. Those figures show a profitable operation and 
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we have every confidence that we can materially improve upon them 
by greater efliciency in operation and by the fact that we would be 
operating an all-bus system. 

Our financing plans call for cash needs of a little over $5 million and 
a total capitalization of nearly $26 million. This figure is approxi- 
mate but conservative. It is approximate because the exact number of 
buses that we would use would depend upon the completion of our en- 
gineering survey and the rerouting of our city. These figures are also 
based on our purchase of the real estate and ownership of the garages 
but we also have the alternative, as the result of the cooperation of one 
of the leading businessmen of this community, of leasing rather than 
purchasing the facilities we need. This would, of course, somewhat 
alter our financial statement, if we decide to pursue that course. 

My clients, the management group, have been prepared to invest 
$1 million of their own funds in providing the initial equity capital 
toward the full total of $5 million maximum required. It is my 
understanding that this amount of money is more cash than has been 
made available by any other private enterprise group. We offered to 
invest that $1 million under a financing plan which would provide for 
the sale of securities to the public in raising the additional $4 million 
maximum necessary to complete our cash needs. 

Through the excellent cooperation of Mr. Carr and Mr. McCormack, 
many local businessmen and business groups have: expressed their 
willingness to invest in our company if it should be granted a permit. 
We met with the representatives of the leading department stores in 
this city on February 11. At the end of that meeting the representa- 
tives of the companies present authorized the following statement to 
be issued, and I will read a brief statement from them: 

Messrs. Edward R. Carr, Max Kampelman, Donald McCormack, and George 
Scully presented this morning to representatives of the Hecht Co., Kann’s, 
Lansburgh’s, Jelleff’s, and Julius Garfinckel & Co., a plan for the organization 
of a corporation to provide a transit system for the District of Columbia. 

The consensus of opinion of this group was that this appears to be a workable 
plan and that if it is substantially worked out as presented we as indiyiduals 
will support it and submit it to our respective boards of directors for «further 
consideration. 

The plan appears sound and should win the approval of the business 
community. 

Not all of the boards of directors of those corporations have met 
since that announcement but one such board has already authorized 
the expenditure, I am informed, of $50,000, if we should get our permit. 
This amount was as planned at the February 11 meeting. These plans 
were passed on to the Commissioners. Messrs. Carr and MeCormack 
have also both testified to the effect that they have every reason to 
believe that a minimum of half a million dollars will be so raised 
locally and that there might be as much as $1 million raised from this 
city. And they will testify here this morning in addition to that. 
They have also testified as to their willingness to cooperate in this ven- 
ture and are prepared to report to you today. 

To supervise and undertake our financing efforts, Mr. MeCormack 
and I went to New York in late January and met with Mr. George 
Scully, general partner of the firm of Eisele & King, Libaire, Stout 
& Co. We have met with Mr. Scully on a number of occasions since, 
and also here this morning. His firm are members of the New York 
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Stock Exchange, the Chicago Board of Trade, the New York Pro- 
duce Exchange, and the American Stock Exchange. They have been 
in business since 1868 and informed us that they have never had a 
failure in connection with any underwriting in which they have par- 
ticipated or sponsored. Mr, Scully infor med us and informed the 
Commissioners that it was his judgment and the judgment of his as- 
sociates that they could sell our company’s securities to the public if 
we were granted a permit. He testified that this could be done through 
their own distribution facilities without selling any of the securities 
in Washington, but that they recognized the value of having as much 
of the securities sold in Washington as is possible and, therefore, will 
arrange to sell as much here as there is a desire to purchase here. 

In all candor, Mr. Chairman, I believe I speak for Mr. Carr and 

Mr. McCormack, as well as for myself, when I say that when we 
completed this package we really believed that we would receive a 
permit and a recommendation of a franchise. We accepted at face 
value, and still accept the often-repeated statements of the Commis- 
sioners that they wanted a private enterprise operation. I want to 
testify here and now that I received every courtesy and cooperation 
from every member of the Commission from the very first time we 
began discussing our plans with the Commissioners in August. In all 
candor, Mr. Chairman, they have constantly been cooperative and 
remained cooperative to this day. I am convinced as to their integ- 
rity and dedication to the public interest just as I am convinced that 
they made a serious error in judgment in not accepting our offer to 
date. 

Our plan had $1 million, excellent management, distinguished local 
business and community support, an excellent and highly regarded 
underwriting firm, and a plan of operation which seemed to us to 
be harmonious with what the Commissioners had in mind. In spite 
of that, they turned us down. 

Our testimony to the Commissioners stated that we could not 
accept the permit unless our plans as presented were safeguarded by 
some kind of a backstop for the community. The stock market is 
volatile. The health of one individual can have a decided effect on 
it. We were informed by our underwriters that it would be anywhere 
from 60 to 90 days after a permit is granted before we could receive 
full assurances that our money from the public sale of securities 
would be available to us. We, therefore, made the following proposal 
based on our own study and on advice we received from some of the 
leading bankers in this city with whom we discussed our problem. 
Our proposal was as follows: 

In the event—an unlikely event, in our judgment—that our plans 
for the public sale of securities did not materialize as quickly or as 
fully as we had every reason to expect, then and only then would we 
want to call upon a Government-guaranteed loan in an amount not 
to exceed $4 million. It was our intent toborrow that money if neces- 
sary from the banks with the same kind of Government assurances 
in back of the loan as are present when a builder borrows from a bank 
under FHA. We undertook, in the unlikely event that we would have 
to eall upon this loan, to repay it as quickly as our public securities 
are sold and out of the proceeds of that sale. We also undertook as 
a gesture of good faith to put a ceiling on our dividends or no divi- 
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dends at all during any time that our company is operating with those 
Government-guaranteed funds. 

I must say, Mr. Chairman, that this appeared to us to be a most 
reasonable request. It was far preferable in our minds to an authority 
because an authority meant the direct expenditure at this time of 
520 million in Government funds. It also meant a constant and 
recurring Federal obligation to the transit system as well as an imme 
diate tax loss to the District and to the Federal Government. [ ain, 
informed that this would mean a total of perhaps $2 million los 
in taxes every year in addition to the $20 million to be borrowed | 
the authority from the Federal Government. It appeared to us tha 
our proposal was far superior to the authority proposal both arithi- 
metically and philosophically. 

We were, therefore, quite disappointed and somewhat dismayei 
when an adverse decision was made by two members of the Distric 
Board of Commissioners with one member abstaining. My records 
show that I met with the Commission or its staff on 4 separate occa 
sions following our hearing and that I submitted 8 separate commu- 
nications to the Commission or its staff as a result of specific requests 
for additional information with regard to the franchise or our finan- 
cial operations. At the Commission’s request, I submitted a proposed 
franchise which was examined by the Commission counsel and which 
we reviewed together with a mutuality of understanding. I believe 
it was well understood by the Public Utilities Commission that. there 
were no barriers to our receiving the permit other than the funda- 
mental question of our financing proposal and our backstop plans. 

Following the decision of the Board of Commissioners last Thurs- 
day, it was the first inclination of my clients to withdraw our offer 
on the ground that we could not exist and do business in an atmos- 
phere where we are not wanted, even if it were possible for the Con- 
gress to persuade the Commissioners to reverse their position. 

An issue of principle is involved here, however, and as a result we 
were persuaded by a number of Members of Congress in both Houses. 
as well as by many of the business leaders in this community, to hold 
our offer open so as to testify here before your committee and present 
you with the facts. We have done so as a result of the encouragement 
we have received and with the growing conviction that there was 
strong support for our proposal. I must say, however, that it is now 
nearly a month since we first presented our offer to the Commission. 
Further delay would only make it that much more difficult to earry 
out our plans without some kind of initial inconvenience to the riding 
public while we complete our complement of buses. 

In an effort to be of service to the Congress and to the Commis- 
sioners, we have done some additional thinking with regard to our 
proposal. We believe our proposal for a backstop in the form of a 
Government-guaranteed loan to be in the public interest. We are 
prepared, however, to accept some form of a backstop designed to 
insure satisfactory transit service on August 15. One such alterna- 
tive proposal that has been suggested by Mr. Scully is as follows: 

That we be granted a permit so that we can begin immediately to 
purchase buses, arrange for real estate, and otherwise begin the difficult 
task of organizing our company. With that permit would go a rec- 
ommendation to the Congress for a franchise with the understanding 
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that the franchise would not go into effect until July 1 or any time 
sooner if our financing plans are completed at an earlier date. Should 
our financing plans not be completed—and we have every reason to 
believe that they will be completed—then we are prepared to state 
that our franchise would not be granted and that any other legislation 
such as an authority which the Congress may see fit to enact, should 
go into effect, with the authority taking over our assets and taking 
advantage of the time spent by us in providing transit. 

In essence our proposal means that you are giving private enterprise 
the only thing it is asking for; namely, a chance to prove itself. If 
we fail, then you are no worse off than you are today, and whatever 
decision you would have to make today were we not here, you could 
make to take effect July 1. 

We believe that if either of these two recommendations are accepted, 
we will succeed in our efforts and no authority will be necessary. 

We are prepared to go ahead on those plans if we have the coopera- 
tion from the Commissioners. If that cooperation is not forthcoming, 
[ am sure you realize the difficult position we would be in. 

Now, Mr. Chairman, I would like to call upon Mr. Carr. If you 
would like, we could make ourselves available for questioning now 
or after the testimony is presented; according to your wishes. 

Mr. Harris. I think there will be a few questions now, before you 
step aside. 

Mr. KamMPetMan. Fine. 

Mr. Harris. In the first place, I think for the record and then for 
the benefit of the committee, I would like to ask this. 

You say a permit from the Commission and a franchise from the 
Congress. 

Mr. KampeLMaNn. It is our understanding from our earlier conversa- 
tions with the Public Utilities Commission, Mr. Chairman, that the 
Commission has the authority without congressional action to issue 
permits, but that 

Mr. Harris. What kind of a permit? 

Mr. KampeLMaNn. A permit to operate a transit system. I am told 
that. The Commissioners would know better than I. That, I am 
told, would have the same practical effect as the franchise, but the 
franchise is the gilt edging around it. 

Mr. Harris. Yes; we gave the Commissioners authority in the pub- 
lic law of last year to enter into such an arrangement with some appro- 
priate company. 

The reason I requested this is I got the impression that you mean 
that even though the Congress granted a franchise, it would be neces- 
sary to get a permit. 

Mr. KampetMAN. Oh, no; I am sorry. 
not the case. 

Mr. Harris. Congress has the ultimate power. 

Mr. KAMPELMAN. Yes, sir. 

Mr. Harris. I wanted that cleared up, because you emphasized that 
if it were possible for the Congress to persuade the Commissioners 
to reverse their position, or that you hoped that the Congress could 
persuade the Commission to do certain things. Well, I do not know 
about. this around here. We have to bea little careful about that from 
what we have heard recently, and I wanted to get that cleared up. 

Mr. KampetMAN. Thank you. 


I fully appreciate that is 
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Mr. Harris. But, if the Congress were to grant a franchise then your 
only problem would be to work out an acceptable rate with the Com- 
missioners; is that it? 

Mr. Kamreiman. That is right. 

Mr. Dotiiver. Mr. Chairman, will the gentleman yield there ? 

Mr. Harris. Mr. Dolliver. 

Mr. Dotutver. Do I understand that you are asking for a franchise 
from the Congress? 

Mr. Kampeitman. Mr. Dolliver, let me say this, that ultimately, 
without a franchise from the Congress it would be impossible for us to 
operate, because we must have the franchise. 

Now, to further elaborate upon the chairman’s question, Mr. Dolli 
ver, I would say this, that our thinking to date has been in point of 
sequence that in a formal pattern, the permit would come first and 
then the franchise could be issued later. The franchise could-not be 
issued rather quickly, because it would take time for it to go throug! 
the Congress; both Houses must act on it. For that reason, I men- 
tioned both in connection with my statement. 

Mr. Harris. Yes; now, you mentioned that Mr. Larrick was chair- 
man of your board; you call it. 

Mr. KampetMaAn. Yes, the District Transit Co. 

Mr. Harris. You did not mention who your president would be. 

Mr. KampetMAn. Let me mention that now. 

The president of our company as of now, Mr. Chairman, is Mr. 
Louis Gross. 

Mr. Harris. Who is he? 

Mr. Kampetman. Let me give something about him, if I may, Mr. 
Chairman. 

He is a businessman in Minneapolis who is a member of the board 
of directors of the Minneapolis Chamber of Commerce. He is one of 
the investors in our plan. He is now the president of a large nation- 
wide clothing concern. He is a former football coach here at Catholic 
University. 

Mr. O’Hara. And formerly a star on the Minnesota football team. 

Mr. Kampectman. Thank you, sir. 

Mr. Harris. That is from the gentleman from Minnesota. 

Mr. KampecMan. Yes,sir. And he is quite a distinguished man. 

Mr. Harris. What age man is he? 

Mr. Kamretman. Mr. Gross, I would say, is about 50. 

Mr. Harris. Has he had a good many years in business ¢ 

Mr. KamprimMan. He has had a good many years in business. 

Mr. Harris. About how many years has he been in the business 
world? 

Mr. Kampriman. I would say he has been in the business world 
about 25 years. 

Mr. Harris. Twenty-five years ? 

Mr. KamprimMan. About that. 

Mr. Harris. Has he, in your opinion, proved to be a successful 
businessman ? : 

Mr. KampriuMAn. He is a most successful businessman. He isa dis- 
tinguished businessman of some means personally, financially. He 
is president of one of the largest clothing concerns In the United 
States. He has an excellent record and an excellent reputation. 

I have here some data about him. 
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He was born in 1903, which would make him a little past 50 years. 
He is an attorney, Mr. Chairman, a graduate of the Vaiveniie of 
Minnesota, with a bachelor of laws degree and admitted to the Min- 
nesota bar in 1925; football coach in several colleges. 

He was in the life-insurance business. In 1935—from 1935 to 1945 
he was general agent in Minneapolis for the State Mutual Life As- 
surance Co., of Worcester, Mass. He was president of the General 
Agents’ Association in 1942. 

He is now president of Robitshek-Schneider Co., which employs 
about 200 people and does a nationwide business in the clothing in- 
dustry. 

He is at present 1 of the 5 commissioners appointed by the City 
Council of Minneapolis on the Metropolitan Sects Area Commis- 
sion; trustee of the Greater University Corp. of the University of 
Minnesota; member of the advisory board of the North American office 
of the Northwestern National Bank of Minneapolis; member of the 
board of directors of the Minneapolis Chamber of Commerce. 

He is married, has 3 children. One of his children is in the Judge 
Advocate General’s Office in Washington. 

Mr. Harris. He is a native of Minnesota ? 

Mr. Kampeitman. He was born in Chicago. He began residing in 
Minneapolis in 1910. 

Mr. Harris. Now, Mr. Larrick ? 

Mr. Kamprtman. Mr. Larrick is now vice president and general 
manager of the Twin City Transit Co. in Minnesota. He has been 
in that business since 1953, Mr. Chairman, in that company since 1953. 

Prior to that he has had more than 30 years’ experience in the transit 
industry itself; 16 of those years he was in the National City Lines. 
In recent years he was associated with the Los Angeles system; with 
the Miami system. 

Mr. Harris. As the chairman of the board, is he to give much of his 
time to this business here ? 

Mr. Kampreitman. Yes; he testified before the Public Utilities Com- 
mission, Mr. Chairman, that he would give as much time as was neces- 
sary to set up the whole operation and that he would assume the over- 
all management, direction of the company. 

Mr. Harris. Well, the reason I asked that is, I was wondering how 
much responsibility he could assume with these businesses out in 
Minnesota. 

Mr. KampeLMAn. He will be here as much time as is necessary, Mr. 
Chairman, to put it in operation. In addition to that, Mr. Chairman, 
it is his plan, as he testified to the Public Utilities Commission, it is his 
plan to have in addition to himself a full-time management person 
here of his selection. He has such a person in mind, Mr. Chairman. 
The individual is presently capi and he asked not to have his 
name mentioned at this time since it would embarrass his present 
connections. 

Mr. Harris. Now, who is the third person from the Twin City’s 
operation ? 

Mr. Kampetman. I believe what you are asking about relates to 
the financial participation by three groups. 

Mr. Harris. Yes. 
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Mr. KampetmMan. Let me say, Mr. Gross represents one of those 
groups. 

Mr. Harris. Yes. 

Mr. Kampetman. Mr. Harris Isaacks represents the second one of 
those groups. Mr. Isaacks is the president of the American Iron & 
Supply Co. of Minneapolis. 

I have here a reprint from a magazine called the Commercial West, 
July 9, 1955. The magazine calls itself the acknowledged magazine 
of banking and business since 1901, which describes the operation of 
his company and calls the American Iron & Supply Co., of Min- 
neapolis, among the Nation’s biggest scrap firms, and a final statement 
with regard to this Mr. Isaacks is now in the files of the Public Utili- 
ties Commission and was made available at the time of our hearings 
on the Commission. 

The third group is Mr. Max Rappaport and his brother, Mr. Fred 
Rappaport. 

Mr. Rappaport is president and chairman of the board of the Nap 
Co. Industry, Inc. 

Mr. Fred Rappaport is executive vice president of that company. 

This is a company which has been in business for many years. 
They have now entered the Federal Motor Truck Co. 

I have here a reprint from a Minneapolis newspaper called the 
Northern Minneapolis Post dated January 12, 1956, stating the ac- 
complishments of this company and its growth since 1910. It was 
founded by their father. This company now does business in 86 for- 
eign countries. 

I have also submitted to the Public Utilities Commission for their 
files a fianancial statement of the company and of the stockholders 
of the individuals in that company, testifying as to their financial re- 
sponsibility, and I also can make that available for your own records, 
Mr. Chairman. 

Mr. Harrts. In other words, out of this group of Minneapolis, you 
are proposing they are laying on the table a ‘total of $1 million cash ? 

Mr. Kampretman. $1 million cash. 

Mr. Harris. And you believe that they have good reasons to expect 
from half to $1 million capital here in Washington 

Mr. Kampetman. The individuals who will testify here, I believe, 
will tell you that they have every confidence that that will be raised. 

Mr. Harris. Then you say you will need $5 million total? 

Mr. Kampeiman. Total cash of $5 million. 

Mr. Harris. To go into that operation, and so forth? 

Mr. KampeLtmMan. That is right; and we have got a cash breakdown 
of that which we have made available to your committee and which we 
will make available to you. 

Mr. Harris. Would you do that ? 

Mr. Kampetman. Yes. 

Mr.Harris. Now, how much would you go to this underwriting 
company for? 

Mr. Kampetman. For a total of approximately $4 million to $5 
million. 

Now, I tried to explain in my testimony why the word “approxi- 
mate” is in there, is because the exact number of buses that would 
have to be provided would depend on the result of an engineering 
survey. 
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Also we have a decision to make as to whether we would purchase 
real estate and own it ourselves or whether we would take advantage 
of the offer to have somebody else build and we rent it. And, the 
final decision would determine the final amount that would be needed. 
We estimate about $4 million. 

Mr. Harris. So, if you had to have 514 and you got 1144 millions 
from private interest groups, that would make the remainder about 
$4 million. 

Mr. KampetMan. About $4 million. And that would include, inci- 
dentally, the money to be raised locally, Mr. Chairman. 

Mr. Harris. Now, let me ask you this. You propose to go to an 
all-bus system. 

Mr. Kampriman. Yes; we do, Mr. Chairman. 

Mr. Harris. How many buses would you have to have 4 

Mr. Kampetman. The exact number of that would depend upon 
the result of the engineering survey. 

The engineers of the P ublic Utilities Commission inform us that 
they believe a minimum of 1,050 buses would be needed. 

Mr. Harris. Where would you get them? 

Mr. KamretmMan. Our own estimate, I might say—but this is an 
estimate because it would have to depend on our survey—our own 
estimate is that perhaps 900 to 1,000 buses would be needed. 

Mr. Harris. Where would you get the buses ? 

Mr. Kampetman. The Public Utilities Commission has on file now 
a statement from General Motors as of a few weeks ago—as of 2 weeks 
ago—to the effect that they would supply us—at least that they could 
assure us of 500 new buses from that time. We had hoped and still 
hope that we can induce that company to increase its production by 
putting on a second shift. We have discussed that with them. 

Mr. Harris. You mean General Motors ? 

Mr. KamreLMAn. We have discussed it with their representatives, 
and I do not want to say that it is likely, but I also do not want to 
say that it is impossible, and we have a good chance perhaps of per- 
suading them to increase production in buses since their production 
of automobiles is now being curtailed. 

In addition to that, I have submitted to the Public Utilities Com- 
mission a letter that I received from the Mack Co. saying that if they 
-had received, on or by March 1, they would have made available to us 
100 new buses. 

In addition to that, Mr. Chairman, we have discussed with General 
Motors and with brokers in the field the availability of what second- 
hand omer or used buses are available and are assured that those 
buses are available for us to use; for us to purchase. 

And we nave, I might say this with regard to the General Motors’ 
figures, we were also informed that their produc tion comes to 50 buses 
a week or slightly more than 200 buses a month and those would be 
made available to us at that rate—if we had entered into an order 
with them. 

I also want to explain to you, Mr. Chairman, the following: that 
foes our hearings on February 13, the question of what the Gen- 

ral Motors could do remains an open one, as the result of the fact that 
the credit committee of General Motors had not met. 

My understanding is that that special meeting of the credit com- 
mittee was convened for the following Friday and Mr. Davis, repre- 
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senting General Motors, appeared before the Commissioners that next 
day to tell them about the 500 buses and about the fact that our credit 
arrangements were satisfactory. Mr. Davis so informed me the morn- 
ing of that Saturday following when he discussed it with the Public 
Utilities Commission. 

Mr. Harris. Should you take over the operation, how many buses 
would you think you must have as a minimum when you start this 
operation on August 15? 

Mr. Kampetman. That is difficult for me to answer, Mr. Chairman, 
not being a technician in the field. I have attempted to get that 
answer, however, and I have asked that question on a number of 
occasions, 

I must rely on this ultimate answer, which is that the engineering 
ave would have to be the judge ultimately and we would abide by 
that. 

Mr. Harris. How long is it going to take you to get this engineer- 
ing survey you have referred to? 

Mr. KampetMaNn. We would begin ordering the engineering survey 
as soon as we received the authority to go ahead. 

Our expectation is that that survey can be completed in about a 
month. 

I also want to say, Mr. Chairman, that August happens to be a slow 
month, judging by the figures of the Capital Transit Co. with regard 
to operation. The Congress is not in session likely, schoolchildren are 
not attending classes, and people are on vacation. It begins to get 
more active in September and in October. But August is slow. 
Though you perhaps could do without full service, you could have 
satisfactory service. 

Mr. Harris. Would you undertake to obtain any of the equipment, 
or any or all of the Capital Transit equipment? 

Mr. KamretMan. The answer to that question, Mr. Chairman, in 
our minds is primarily a business answer. A question of cost, a ques- 
tion of our evaluation as to the value of the property—not just their 
evaluation of the value of the property. We have felt in our own 
minds, to be perfectly candid with you, that this is not the time to 
discuss value of buses or what not that they may place on it, assuming 
we wanted to purchase, 

Mr. Harris. I am not asking you to place any value. I am asking 
you if it is very probable or if it is possible that you might undertake 
to obtain any or all of the Capital Transit system. 

Mr. Kampetman. All would be unlikely. Any, by all means, if 
it were a good business proposition. 

Mr. Harris. In other words, under your proposal you would not 
rule out completely the bus and streetcars if ath a business proposi- 
tion could be made, or do you have in your mind now to rule out any 
and all possibility of the operation of any streetcars? 

Mr. KampeLMANn. Our plan rules out the operation of a streetcar 
system, Mr. Chairman. Sur plan does rule out the operation of a 
streetcar system. 

Mr. Harris. It rules out any streetcar operation at all? 

Mr. Kampsetman. That is right. Our basis is on a bus system. 
I could state the reasons for it, if you would like to hear them. 

First, we believe that an all-bus system is a more economical and 
efficient operation and easier to make a return on investment. 
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Secondly, our reading of the law leads us to believe that the Capital 
Transit Co. has an obligation to pick up the tracks and repave the 
streets. 

We have made a rather careful study, Mr. Chairman, of the cost 
of that. We also have analyzed the scrap-salvage value of what you 
would gain if you picked up those tracks. It comes out to quite a 
decided minus as a cost item. 

We certainly do not want to put ourselves in the position of inherit- 
ing that liability. 

Mr. Harris. Ren would then reroute the existing routes as you stated 
a moment ago? 

Mr. Kampetman. Yes. 

Mr. Harris. Would you attempt to go to the Pentagon ? 

Mr. Kampetman. Our present thinking, Mr. Chairman, would be 
to take over the present routes or the present stations and patterns 
of the Capital Transit Co. If the Capital Transit Co. now does not 
go to the Pentagon, which it does not do, then we would not intend 
todothat. Atleast, not at the outset. 

Mr. Harris. What about your personnel? Where would you get 
your personnel ? 

Mr. Kampetman. Our plan would be to use the existing personnel 
of the Capital Transit Co. 

Mr. Harris. That is, all of those that you could use? 

Mr. Kamretman. All of those that we could use. Our plan also, 
Mr. Chairman, as I will point out now, is to retrain at our expense 
those employees whose experience is fully streetcar and whom we 
need to operate our bus company. This would mean streetcar drivers 
to be retrained to be bus operators. 

Mr. Harris. What problem do you feel you have with reference 
to labor contracts ? 

Mr. Kampeutman. In any industry, Mr. Chairman, in which labor 
costs as high a percentage of the total cost as it is in the transit in- 
dustry, you always have difficulty and trouble with your labor nego- 
tiations. We would anticipate that. We have every confidence, how- 
ever, that those will not be insurmountable difficulties. We would 
enter into our negotiations with the company in the spirit of recogniz- 
ing the union, in true collective bargaining, attempting to work har- 
moniously with them. 

I have personally met with some of the representatives of the labor 
organizations. I tees personal confidence that we will be able to 
come to an understanding. But I do not want to make my statement 
in any way appear to imply that we will have it easy. I think the 
negotiations would be rather tough as they always will be in these 
negotiations. 

Ve are proud of the fact that Mr. Larrick has an excellent record 
in his management capacity and without a strike in dealing with 
labor. 

Mr. Harris. Your proposal is that you be given a franchise and 
that if by July 1 you have not arranged for sufficient capital you 
will withdraw and pursue the matter no further ? 

Mr. KampetmMan. Yes; that is one of our proposals. 

The other proposal we still are prepared to operate under is the 
Government guaranteed loan. We think that either of these pro- 
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posals would provide the necessary backstop which will allow us 
to go ahead at this time. 

Mr. Harris. Of course, you realize the fact that the Commissioners 
have turned down your request for a backstop of the Government 
loan ¢ 

Mr. Kampr_maNn. I fully appreciate that. 

Mr. Harris. Do you fully believe that your other proposal could be 
successful ? 

Mr. Kamrre Man. Yes, I fully believe so and I will want Mr. Scully 
to also express his judgment on it. 

Mr. Harris. If you did not make this definite arrangement by 
July 1, then you would be out of the picture altogether / 

Mr. Kamprnman. Yes, sir. 

Mr. Harris. Of course, that would give us a very short time to do 
something further. 

Mr. Kampretman. Let me just say this: The difficulty being that 
we would in the meantime have placed our orders for the buses and 
begun setting up the system which our successors would inherit. 

Mr. Harris. Suppose your successors would not like that system / 

Mr. Kampetman. In my judgment and in our judgment, as we 
have examined it, Mr. Chairman, our plans are quite reasonable and 
we would not be getting that far ahead that it would be upsetting any 
plan. 

Mr. Harris. This one further question: You stated that in your 
opinion the Commissioners have no quarrel with your plan whatso- 
ever except the financing arrangement. 

Mr. Kamrerman. Mr. Chairman, I can only state that as my 
opinion. 

Mr. Harris. I said “your opinion.” 

Mr. Kampretman. I can only state that as my opinion, yes. I base 
that opinion, Mr. Chairman, on the fact that we have had extensive 
discussions on franchise, on cash flow statements; we have attempted 
to answer all these questions, and I was certainly not made aware of 
any serious difficulties at all, other than the ultimate question which 
we have discussed dealing ie the loan. 

Mr. Harris. Mr. O'Hara? 

Mr. O’Hara. Mr. C hairman, you have covered so much of the in- 
formation I want I will have only a few questions. 

Mr. Kampelman, of your Minnesota group, the only one with whom 
I am personally acquainted is Mr. Louis Gross, whom I have known 
for many years, ene it has been perhaps 15 or 20 years since I have 
last seen him. I do know the very fine regard and high reputation 
he has in Minnesota and particularly in Minneapolis, where he lives. 
In that connection, your commitments from your Minnesota people as 
to financial arrangements you can assure us are absolute. There are 
not any ifs or buts about it ? 

Mr. KampetmMAn. Yes, I can. There is an if: That is, if we get a 
franchise. 

Mr. O’Hara. But on the other matters their commitments are 
ironclad ? 

Mr. Kamrretman. That is their commitment. We have presented 
statements to that effect. They have spent money and time pursuing 
this. I might say to you, Mr. O’Hara, that it is a group that knows 
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each other and I think you would know, knowing Mr. Gross’ reputa- 
tion, he would not be associated with any group that did not have 
that high standing. 

Mr. O’Hara. Let me ask you one question with regard to the so- 

called Government-guaranteed load. If that was afforded you by 
legislation, it would | expedite going into business and going into im- 
mediate definite arrangements for bus purchases? It would have 
that advantage for you to start out. 

Assuming that such a provision was written into this legislation, 
how soon could you retire that Government loan? I mean, we should 
understand fully what your plans are with reference to that. 

Mr. Kampetman. That is a good question. Let me tell you what 
our plans are. 

Mr. O’HaAra. Let me say to you, Mr. Kampelman, that it is perhaps 
a more difficult problem for the committee and Congress to deal with 
because of the peculiar nature of it. I would like a statement from 
you as to how quickly you would anticipate the repayment of it. 

Mr. KamprLMaAn. We stated to the Commissioners, Mr. O’Hara, 
that we would be prepared—we have wording prepared, incidentally, 
to carry out this loan objective as a part of the franchise—and that 
wording states a maximum of 3 years. But it goes on further to 
state. Mr. Chairman, that we would assume the obligation to im- 
mediately, out of the proceeds of the sale of securites, repay the loan. 
It might be as much as 2 or 3 months. 

The added incentive—to demonstrate that we would have an incen- 
tive to do so is the fact that we are ready to put a ceiling or no 
dividends at all on anything we can get while that is alive. So we do 
not want to be in a position of m: aking money or possibly being ac- 
cused of making money out of the fact that we are using Government- 
guaranteed loans. Since we would pay no dividends while the loan 
is alive, we would try to get rid of it within a matter of months if we 
ever used it, by selling the securities. 

Mr. O'Hara. There is one other question. You are confronted 
with a situation that you cannot proceed unless you are given a permit 
by the Commissioners, in which so far you have been unsuccessful, 
or you were given a franchise by the Congress. Is that the situation 

Mr. Kampenaan. That is the unfortunate situation, Mr. Chair- 
man. 

Mr. O'Hara. Do you have the impression that the Commissioners 
are completely opposed to your operation and that the permit is not 
voing to be granted, or that they might revise their present views on 
the matter; or do you want to make any comment ? 

Mr. K ean I would be very happy to make that comment, 
Mr. O'Hara. I do not believe that to be the case with regard to the 
(Commissioners. I want to repeat here, I have a high regar -d for them. 
They have given us every encouragement and | “do not think they 
would deliberately attempt to mislead us. I know they would not. 

I believe they were troubled by the proposal. I believe, perhaps 
they didn’t feel that they could assume the responsibility themselves 
of making such a proposal with regard to the backstop. For that 
reason, they pursued what to them seemed to be the only course. I 
um only reading this into it. I do not know this to be the fact. T have 
wa and confidence that their minds are not closed on the subject. 

I don’t know. 
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Mr. O’Hara. That is all, Mr. Chairman. Thank you. 

Mr. Harris. Mr. Hale. 

Mr. Hatz. Mr. Kampelman, you said pomnething at the start about 
the ultimate needs being $26 million; is that right 

Mr. Kampetman. The total capitalization would be $26 million. 

Mr. Hate. Where is all that money coming from ? 

Mr. KamretMan. Let me explain what that is. The buses, which 
are the major item of the expense, cost $22,500 apiece. Our arrange- 
ments with General Motors would be 10 percent down. 

Mr. Hate. Do not misunderstand me. I am not challenging the 
necessity of having all that money. I just want to know where you 
one pong to get it. 

r. KampetMAn. I understand fully. What I am saying is that 
the rest of that money is in the form of mortgages or equipment cer- 
tificates which you repay out of earnings; is that clear? 

Mr. Hare. Equipment trust? 

Mr. KampeLtMAN. Equipment trust from General Motors and mort- 
gages on the real estate and on the buildings. 

Mr. Hate. In other words, you would have a bond issue or an 
equipment trust issue ? 

Mr. KampeLMAN. The equipment trust is the normal pattern in 
relationship with General Motors. That is what we have been dis- 
cussing with them—equipment certificates. That is what we have 
agreed to take. 

Mr. Hate. And your financial advisers tell you that is a practicable 


progres ? 

Mr. Kampetman. Yes. In fact that is the way they have been 
operating in the past in their dealings with the company. That is 
the way it works. 

Mr. Hate. That is analogous to the $20 million bond issue that 
Mr. Blyth was talking about for the authority ? 

Mr. Kamprtman. We would not be, Mr. Hale, floating a bond 
issue in that connection. Our negotiations would be directly with 
the corporation and they would accept equipment trust certificates 
for 10 percent downpayment. 

Mr. Hate. Who would accept ? 

Mr. Kampretman. This is the General Motors Corp. that I am 
reporting to you now, Mr. Hale, for the buses. With regard to 
the—— 

Mr. Hare. You would buy your buses on time? 

Mr. Kamretman. That is right. With regard to the real estate we 
have now discussed with some of the bankers in town giving us mort- 
gages on our real estate and on our property. This would be from 
banks in the form of pecena 

I am going to make available, Mr. Hale, at the request of the Chair- 
man a financial breakdown so that you can see that $26 million broken 
down. 

Mr. Hate. You would not need any right of eminent domain ? 

Mr. Kampe~Man. We do not want the right of eminent domain and 
do not ask for the right of eminent domain. 

Mr. Hate. And you are willing to trust the Public Utilities Com- 
mission to give you fair rates? 

Mr. Kamretman. Our plan with regard to fare rates, as we stated 
to the Commission, was to take over the present fare-rate structure. 
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Mr. Hane. You mean ‘o r-e/ 

Mr. KampvetmMan. Yes; f-a-r-e structure of the present system. 

Mr. Have. And you would use as much of the personnel of the pres- 
ent system as you could but you would not use the materiel of the 
present system to any extent‘ 

Mr. KampretmMan. The present facilities of the present system are 
woven into the pattern of a streetcar operation. 

For example, the tracks and the streetcars are themselves a major 
part of that equipment. ‘They have, I believe, either 11 or 13 carbarns 
and garages which have to be open 24 hours a day, which fit a street- 

car operation. 

One of the economies that can be brought about by a bus operation is 
that. we won’t need more than three, which cuts down on our overhead 
right away. We would have no need for the 11 or 13 carbarns and 
garages that they have. 

Mr. Hate. You would scrap your streetcars overnight ? 

Mr. KampetmMan. We don’t own any streetcars, Mr. Hale. We 
would not have any. We would be a new company coming in. 

Mr. Hater. That is perfectly clear to me. What I mean to say is 
that you are never going to own a streetcar and you are never going to 
operate one ¢ 

Mr. Kampeiman. That is right, sir. 

Mr. Har. So as far as the public is concerned they will never see 
another streetcar on the streets of Washington ? 

Mr. KamrreitMan. Insofar as through our operations is concerned, 
that is right. This, of course, is the pattern all over the Nation today. 
The streetcars are used very much now for diners frequently. 

Mr. Hane. That is all, Mr. Chairman. 

Mr. ILarris. Mr. Dolliver! 

Mr. Doxiiver. In connection with this streetcar operation, you have 
renounced any intention to run a streetcar system at all under your 
proposil. What will be the situation with respect to keeping up the 
right-of-way? As I understand it, under the present franchise there 
is some obligation upon the part of the Capital Transit Co. to keep up 
its own right-of-way as far as streetcars are concerned, which I assume 
isan item of expense which you will not have at all. 

Mr. KamrretmMan. That is right. 

Mr. Dottiver. Is that involved in the estimates you have made with 
respect to lessened cost of bus operation ? 

Mr. KampetMAN. Yes, sir. 

Mr. Do.aver. Does your request for a franchise in any way involve 
any support from your company for the wear and tear upon the streets 
of the city of Washington ? 

Mr. KamMpeLMAN. No, sir. 

Mr. Douttver. There is nothing commensurate with the operations 
of the present Transit Co. to keep up its own right-of-wa 

Mr. KampetmMan. No, there has been no obligation discussed with 
us nor has that ever been in mind in the discussions, I believe. 

Mr. Dotutver. That is all. 

Mr. Harris. Mr. Rogers. 

Mr. Rogers. Mr. Kampelman, I assume from your remarks you are 
for free enterprise. 

Mr. KampreLMan. Yes, sir. 
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Mr. Rocers. I did not get the separate provisions of your proposal 
to the Commission. Let me ask it this way and I think we can ab- 
breviate it. 

What additional rights or privileges do you feel that your group 
needs that are not now being enjoyed by the Capital Transit Co. in 
the operation of this system ¢ 

Mr. Kamprtman. Let me answer it in this way. We were informed 
that the District governing officials recommended to the Congress the 
elimination of the gross receipts tax and the bus mileage tax as it ap- 
plies to buses. We ‘would expect that recommendation to be a part— 

Mr. Rocrrs. Do not go into what somebody else recommended. 
What I want to know is what you think is necessary that you must 
have in addition to what the Capital Transit is now enjoying in order 
to make a profitable operation of the bus system ? 

Mr. Kampriman. I am listing them. This is the first item. 

Mr. Rocers. I do not want the reasons why you want it. I just want 
to know what you want. 

Mr. KampetmMan. Elimination of the bus mileage tax, also a modi- 
fication of the Wisconsin plan, Mr. Rogers, we will explain to you right 
now which we have discussed with the Commissioners. 

The Wisconsin plan states that if the earnings of a transit company 
reach below a certain figure, then to that extent that is a reduction in 
the local taxes necessary so that it keeps to that figure. 

Am I making myself clear ? 

Mr. Rocers. Yes. Whether it is the Wisconsin plan or anything 
else, what it means is a tax concession. 

Mr. Kamretman. A tax concession if your earnings reach below a 
certain amount, yes, sir. 

Mr. Rocers. And you would expect that, too? 

Mr. KampeitMan. Yes, sir. 

Mr. Rogers. What else? 

Mr. Kampetman. I am trying to think now of what Capital Transit 
may not have that is involved i in our operation. 

I believe, Mr. Rogers, that is it. 

Mr. Rogers. What about your labor situation? Are you asking for 
any concessions in that respect ? 

Mr. Kampetman. No; we are not. 

Mr. Rocers. There are no provisions in there about strikes or any- 
thing of that kind ? 

Mr. Kampetman. No; we are not. 

Mr. Rocers. And no abate insofar as an arbitration system is 
concerned ? 

Mr. Kampriman. No, we are not. 

Mr. Rocers. Do you think that with those concessions—how many 
did you name? 

Mr. KamretMAn. Two, all tax concessions. 

Mr. Rocers. That is the only difference between the present opera- 
tion and the operation that you propose. Those are the only con- 
cessions that are being granted in addition to what the Capital Transit 
Co. now enjoys? 

Mr. Kamretman. I think there is one other small item relating to 
snow removal, Mr. Rogers, that we would want and that has been 
recommended by the governing authorities. 
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Mr. Rocrrs. In other words, that would be in cooperation with the 
District authorities ? 

Mr. Kamretman. Yes. I might say that obligation is usually asso- 
ciated with a streetcar oper ration and is not usually associated with 
a bus operation. This may be a difference by the v very nature of the 
enterprise rather than a special concession. 

Mr. Rogers. What advantages would the operation by your group 

afford the people that Capit: al Transit is not affording? 

Mr. Kamre_Man. Mr. Rogers, I want to state at the outset that we 
do not want to put ourselves in the position of in any way criticizing 
the Capital Transit Co. or its operation. 

Mr. Rocers. I am not doing that. That is the reason why I am 
asking for facts. I do not w ant conclusions. I want facts. 

Mr. Kamrrtman. Yes. We have never thought of this as an al- 
ternative. We assumed an action taking away of a franchise. We 
came in here at the invitation of bids to take over a system. 

Mr. Rogers. I know. We are wasting our time. If there are some 
advantages, if any, that you have, why do you not name them? 

Mr. KAmprretmMan. We believe the advantages are primarily the 
advantages arising out of an all-bus system as “compared to a partial 
street railw: uy and bus system. 

Mr. Rogers. And that would probably be the only advantage. 

Mr. KAmreiMaAN. Yes. Partially in addition our plan would be 
that our plan would have as high a ratio of new buses as is possible 
and therefore our equipment would be superior to the existing equip- 
ment and would provide a more comfortable bus ride. 

Mr. Rocrrs. And you feel that the changeover from the streetcars 
over to the bus system would be an advantage to the public? 

Mr. KamprLtMan. We do. 

Mr. Dotiiver. Would you yield? 

Mr. Rogers. Yes. 

Mr. Dottiver. I want to clear up one thing. Do you envisage any 
operation outside of the District of Columbia under this franchise? 

Mr. Kamre~Man. Yes, we do. We envisage taking over what the 
Capital Transit Co. now has, including its routes in the surburban 
ureas. 

Mr. Dottiver. You would have to seek authority for that from 
some other place than Congress. 

Mr. Kampruman. That is right. That is not related to Congress. 

Mr. Rogers. Mr. Kampelman, if my ears heard correctly, I think the 
testimony before this committee would reflect that the public generally 
would prefer the streetcar travel. 

Where do you get your information that the public would enjoy an 
advantage if it was changed to an all-bus system ? 

Mr. Kampeitman. Mr. Rogers, I am not aware of any real sampling 
of public opinion here with regard to buses versus streetcars. I have 
met individuals who have been vociferous with regard to both. I am 
not prepared to accept the conclusion that perhaps the people would 
prefer streetcar operation. I am informed that in other cities where 
transitions have taken place, and have taken place practically all over 
the country, that the public has accepted the bus system satisfactorily 
and in some cases with enthusiasm. That has been the experience of 
our management. We are basing our analysis of what would happen 
here on that experience. 
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Logically, we expect that a transit rider will be more comfortable 
riding in a new bus rather than an old bus. It is more modern, they 
are comfortable; they are a better bus; and we therefore assume that. 

Mr. Rogers. I will agree with you on that. My question goes to 
whether or not he would rather ride on a new bus or a new streetcar. 

Mr. Kampriman. My opinion is that you will probably find a differ- 
ence of opinion. 

Mr. Rocers. You feel that you can give better service with buses 
than streetcars, and speedier service ? 

Mr. Kampetman. We believe that. 

Mr. Rogers. Do you believe that some traffic problems would be 
eliminated ? 

Mr. Kampriman. Yes. I have in fact a letter that I received un- 
solicited from one of the Congressmen here—I do not want to mention 
his name—but who goes into his experience showing the advantages 
of buses over streetcars : the maneuverability of traffic, the elimination 
of the stanchions in the street, the passenger’s less risk of life and limb 
in getting to the streetcar. 

Mr. Rogers. Yes, we have had that. Do you have anything in your 
proposal as far as a guaranteed return is concerned other than your 
tax concessions ? 

Mr. Kampriman. No. 

Mr. Rogers. You have nothing in there that might guarantee you 
a return on the investment ? 

Mr. Kamretman. I wouldn’t mind having the guaranty. I don’t 
know how you achieve it, Mr. Rogers. 

Mr. Rocers. Let me ask you this one further question. Do you not 
think that in view of the situation as it presently stands, if your con- 
clusions are correct, and that the system could be operated profitably 
under your proposal, that the Capital Transit Co. should be given 
first refusal of that sort of situation since they have gone through the 
sort of rugged or rough years? 

Mr. Kamretman. I would prefer not to express an opinion about 
that because it would only get me involved in a serious congressional 
difference of opinion. 

Mr. Rocers. Thank you very much. 

Mr. Harris. Mr. Flynt? 

Mr. Frynt. Mr. Kampelman, approximately what would your rate 
base figure be? 

Mr. Kamprtman. Let me say, Mr. Flynt, that in our discussions 
with the Public Utilities Commission we asked instead of using the 
traditional rate base figure that they use an operating ratio figure. I 
think they agreed that this seems to be the more sensible way to operate 
a bus system. 

The operating ratio is a figure arrived at, Mr. Flynt, taking account 
of the gross volume of business done in the course of a year and the 
operating cost including taxes as that relates to the total gross. 

Mr. Friynr. Including taxes; including labor, including deprecia- 
tion, including everything but taxes. 

Mr. Kampetman. But not including, according to the judgment of 
the Public Utilities Commission, capital charges, interest rates, and 
the rest. 

Mr. Friynr. So you propose to do away with the traditional rate 
base method of accounting for earnings? 
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Mr. Kamrriman. We would hope so, sir. 

Mr. Ftynt. You say that you envisage approximately 1,000 buses 
at $22,500 each ¢ 

Mr. Kamre_MaANn. That is the cost of the brandnew bus; yes, sir. 

Mr. Fiynr. What does that run ; $22,500,000? 

Mr. Kamrr Man. Yes, sir. 

Mr. Fiynt. Are you prepared to say about how much real estate 
you would require for your garages? 

Mr. KamprumMan. Yes; we know exactly how much real estate we 
will require, sir. 

Mr. Fiynt. Do you know the approximate cost of that real estate ? 

Mr. KamprtmMan. Yes: we know the approximate cost of that, too. 
I have the figures here which I will give you right now. 

Our plan “would be, sir, three sites. Our southeast division would 
have 8 acres, our estimated cost is $1 a square foot—that comes to 
$350,000. 

Our northeast division, which will be our main repair center, would 
be 12 acres at $1 a square foot, just $520,000. 

Our northwest division, 8 acres, we expect we will have to pay more 
for that based on our preliminary discussions and we may have to 
rent that. We are dealing, but we can’t pursue it further at this point. 
So to be conservative again, $2 a square foot, that is $700,000. 

Mr. Friynvt. Do you know how that compares with the present fig- 
ures of real estate of the Capital Transit Co. that they use for 
garages? 

Mr. Kamrecman. I really don’t know. They have many more prop- 
erties than those. They have 11 or 13 properties. I do not know how 
it compares to those. 

Mr. Fiynvr. You spoke on the terms of the bus purchases, the trans- 


action that you anticipate with the General Motors Corp., 10 percent 
down? 


Mr. Kamretman. Yes, sir. 

Mr. Fiyntr. Over how long a period would the balance be paid off ? 

Mr. Kampetman. The agreement with General Motors, sir, would 
state on paper a repayment in 5 years. Our intent, again based on 
our experience, would be to at the end of the first or second year, re- 
fine that debt so that it would come out over a period of 7 or 8 years. 

Mr. Fiynt. Even on a 7- or 8-year basis, you would have to get a 
lot of concessions from the Public Utilities Commission that the pres- 
ent transit company has not been able to get in order to pay these 
off. 

Mr. Kamprtman. No; I have a cash-flow statement, which I will 
make available to you, projected for the next 5 years which demon- 
strates that it will not be necessary and that they can make money 
on the present pattern. 

Mr. Fiynt. That would be right at $20 million that would have to 
be paid off in possibly as short a time as 5 years, and you would hope 
to refine to as much as 7 or 8 years? 

Mr. KamretmaNn. That is right. We are assuming, I might say, 
in our figures a continued reduction in the number of passengers. I 
will be glad to make that available to you. Itisa Suet lar: ge cash 
flow. 

Mr: Fiynt. Would that not anticipate a net earning figure of about 
12 percent per year, even on your 8-year figure, and around a 20 per- 
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cent return figure on your 5-year figure, if you want to pay the equip- 
ment trust oblig: ition off in 5 or 8 years? 

Mr. KampretmMan. No. You are thinking of it, sir, in terms slight- 
ly different than the terms we have been projecting ourselves, because 
we have not been projecting on other than an operating basis. 1 
think you are projecting on a rate-base system. 

Let me say this to you. Our estimated revenue for the calendar 
year of 1957 would be $23,850,000. We think that is on the con- 
servative side. 

Our estimated expenses come to $17,862,000, leaving an operating 
profit estimated of $5,988,000. 

As I say, I will provide you this afternoon with a breakdown of 
that operating profit so that you can see we can take care of the re- 
payment of the buses and the payment of the mortgages on the real 
estate so that amount is covered. 

Mr. Fryntr. Even on an operating-ratio basis as opposed to a rate- 
base operation, you could still take depreciation on heats as an ex- 
pense; would you not? 

Mr. KampetMan. Yes. 

Mr. Fiynr. Is that included in your anticipated cost of $17 mil- 
lion a year? 

Mr. KamretMan. Yes. You mean whether the operating expenses 
include depreciation ? 

Mr. Fiynt. Yes. 

Mr. KampevmMan. No; they do not. They do not include taxes or 
depreciation. 

Mr. Fiynr. The buses are going to depreciate, are they not? 

Mr. Kamrrrman. Yes. In our cash-flow statement we take ac- 
count of the depreciation item and the tax item. The $17 million 
figure does not include the depreciation item. 

“The depreciation item is then figured following that item in our 
books. 

I am looking for the cash-flow statement now to give it to you. 

Mr. Fiynt. The taxes are not included in there either? 

Mr. Kampre_MAn. It does not include depreciation or taxes. That 
is what I stated. 

Mr. Friynt. That is all. 

Mr. Harris. Thank you very much, Mr. Kampelman. 

May we have Mr. Carr come around ¢ 

Mr. Kamre man. I have that cash-flow statement and I will make 

available to you. 

Mr. Fiynr. Thank you, Mr. Kampelman. 

(The cash-flow statement referred to above was later received and 
placed in the committee files.) 

Mr. Harris. Mr. Carr, will you state your name for the record ? 


STATEMENT OF EDWARD R. CARR, PRESIDENT, WASHINGTON 
BOARD OF TRADE 


Mr. Carr. My name is Edward R. Carr. My office is 1010 Vermont 
Avenue, Washington. Iam appearing as president of the Washington 
Board of Trade and also as an individual. 

I would like to speak in both capacities, if I may, Mr. Chairman. 

Mr. Harris. Very well. 
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Mr. Carr. I would like to explain, first, that I went into office as 
board of trade president the same day that ‘the strike started. I don’t 
think I have been doing much since, except work on some possible 
answer to this rather intriguing problem. Obviously, I think all of 
us on the board of trade felt that we had a very deep interest in it. 
We are not here passing ourselves off as experts in transit, although I 
think in a few more months I might get a diploma in that, too, 

We have had a very deep inte rest in it from a civic standpoint and 
we met—I say “we,” we met with a good many people aaa in order 
to be sure that there is no misunde rstanding ‘of the official board of 
trade position, I would like to read a statement, which is just a little 
over a page, to be sure that there is no misunderstanding. 

Responsible committees and the board of directors of the Washing- 
ton Board of Trade have carefully reviewed suggestions and proposals 

for providing transit service after August 14 from many sources dur- 
ing the last 6 months. 

The board of directors has consistently favored private enterprise 
operation of the local transit company in preference to an operation 
by the District government. On February 14, the executive committee 
went on record— 
reiterating the position favoring operation by a private enterprise rather than 
by transit authority; and in favor of any private ownership plan which can be 
made workable, without discrimination between any of the pending proposals. 
This action was approved by the board of directors on March 5. 

As president of the board of trade, I sought to have a meeting of 
the board of directors in advance of this hearing today, but the short- 
ness of time after announcement of the hearing made that impractica- 
ble. Accordingly, we convened a special meeting of the executive 
committee at 4 o'clock yesterday. This committee, w which is authorized 
under our bylaws to act for the board of directors, consists of 17 mem- 
bers of the board—including all of the officers of the board of trade. 
Because of absences from the city and the shortness of time, only 11 
members of the committee were able to attend the meeting yesterday 
and.2 or 3 of them were unable to remain for its duration. Those 
present, who constituted a quorum, again reiterated the position favor- 
ing operation by private enterprise 1 rather than by a transit authority, 
and further agreed that— 
of all the plans submitted by private interests the one submitted by the Kampel- 
man group seems, as of this date, to have the most substance, and merits most 
careful consideration. 

Mr. Chairman and gentlemen, as an individual I became entangled 
or embroiled in this situation to a point where I would now like to 
speak just as a Washingtonian. 

I felt some months ago or some weeks ago that the only thing at 
the time that seemed to have any merit to it was Mr. Kampelman’s 
plan. 

I went to Minneapolis with Mr. Kampelman and Mr. McCormack, 
who is chairman of our railroad and transit committee, and we spent 
considerable time there going over the operation. 

We believe that they are operating a satisfactory company in 
Minneapolis. 

I might say that I personally have made checks as to the personnel 
in this | group. I particularly was pleased with the report I got on 
Mr. Gross. I talked to several people who knew him and got only 
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the highest recommendations from those people as to the type of man 
he was. I might say the same thing for Mr. Isaacs. The rest of the 
gentlemen I do not know. 

I asked one of my friends in the newspaper business to also make 
a check as to not only the people that we were dealing with but also 
as to whether their operation was really successful there or not. 

I think the newspaper people have a way of finding out things 
sometimes that we laymen do not. 

I think Mr. McCormack would be glad to testify that he personally 
did some checking through bank connections as to the realiability and 
responsibility of these people. 

As far as the plan is concerned, Mr. Kampelman has explained, 
I think, completely the reason for asking for some sort of backstop. 
Obviously, time is of the essence in this arrangement. If this group 
is not granted a permit almost immediately, they will not be able 
to perform and get the real estate and get the buildings built that are 
necessary and to get the buses. 

As Mr. Scully testified, representing the underwriters, if that were 
not the case, the normal way to approach the situation would be to put 
a million dollars down, get out your prospectus, and sell your securi- 
ties, and go into business if you raise the money. Because of time, 
because of the necessity of placing an order immediately for all of 
these things, that cannot be done in this particular case. 

I have tried to interest local people in this or in any other plan. 
I want to make that very plain. But this was the only group that I 
have seen that had as much as a million dollars, and had management. 
In these days maybe a million dollars is not much, but it is still a lot 
of money to me. 

I felt we had management and a reasonable plan which seemed to 
be in accordance with what the Public Utilities Commission thought 
we ought to have here, and some money. 

You might think that this idea of a guaranteed loan came from 
me because I am in the housing business and I am quite familiar 
with FHA type of financing. Actually, it was not my idea. I don’t 
know who came up with it. But it appealed to me as being a rea- 
sonable idea. 

[ took it up with several of our leading bankers here and discussed 
it and they thought it had merit and was not a ridiculous proposal. 

I would just like to explain one thing. I know it is a little unusual, 
but this whole situation is unusual. 

When I went out to raise money for this group, I ran into this 
situation: The banks cannot buy this type of security because it is 
frankly a speculative security and it would be charged off immediately. 

Mr. Harris. Would you defer just one moment, please ? 

(Discussion off the record.) 

Mr. Harris. You may proceed. 

Mr. Carr. Thank you, sir. As I said, the banks could not come in 
on this type of stock. I talked to the heads of the three big utilities 
here, all of whom have been glad to come in to help this situation, but 
they are prohibited under law from doing so except by a special act 
of Congress. I toss that out for what it might be worth. 

I know we could get considerable support there if Congress wanted 
to authorize such a thing. But under the present regulations they 
cannot come in. 
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I talked to the newspapers and they felt that it is the type of thing 
that they should not invest in because they might have to ride the 
hide off a public utility, and they should not be stockholders. 

When you eliminate those three things in Washington you don’t 
have much left in the way of big business, except the big department 
stores. 

Mr. Kampelman has already read the statement to you that was 
issued when we had that meeting. Since that time I have been in 
touch with some of those gentlemen and they feel that if a company 
is given a permit that they will come in. They don’t like to be in the 
position of saying, “Should we support Mr. Kampelman or someone 
else.” They, however, have expressed a very keen interest in it. They 
realize the importance of it. 

[ can say that personally I believe we can get a half million dollars 


or thereabouts from that group. It may not seem much but I have 
between $50,000 and $60,000 from various people I have contacted 
who would come in in blocks of $5,000 and $10,000, more or less as a 
civie duty. 

[ would like to read a rather important letter I received from Wes 
Hamilton who is a well-known civic leader here and runs the Hamilton 
Printing Co., amplifying our chat of last evening: 


I want to felicitate and commend the effort put forth by you and your asso- 
ciates to solve a very serious situation. 


f will not read all of the letter, but this is significant: 


Added to such relatively large sums put up by the financial institutions and 
capitalists would be a large amount, say more than a million, in relatively small 
blocks of say $1,000 on the average. I believe that by broadening the base of 
ownership of the stock and having even as many as 1,000 stockholders among 
the citizen leadership of the city will assure the necessary goodwill and owner- 
ship interest. This in itself will make for increased patronage and success of 
the. venture. 

He tells me that he has talked to a great many people who would be 
vlad to support this rather than to see it go to the Government. 

There are just two points as to the type of backstop suggested. I 
don’t think it was made quite clear that if this plan is backed by 
authority legislation at the same time how it would operate. 

[tis my understanding that if Mr. Kampelman’s group were granted 
a permit that any purchases of bus or real estate would obviously have 
to be approved by the District heads so that you would not go over- 
buying something that they could not use, because it would not be 
reasonable to expect these gentlemen to come in here to put their mil- 
lion or a million and a half if we got something from the department 
stores, to start this proposition and then not get the rest of the money 
and lose their money. Obviously they should be reimbursed by the 
authority. 

By the same criterion, I think it is just as obvious that any pur- 
chases would have to be approved by the District Commissioners or 
somebody, so that we would not be going off on a ridiculous purchase 
of something that would be of no use to the Authority. 

I may say that personally I think there is a great deal more reason 
for the so-called backstop loan, albeit a little unusual. I base it on 
this: I have tried to explain the difficulty of finding sources of big 
money that you might find in Detroit or Pittsburgh or other places 
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where there are big industries. When you get right down to it our 
biggest employer is the Federal Government. I think on that basis 
alone there is justification for asking for this assistance. 

I may say that haven’t the slightest idea—I won’t say that either— 
I feel that Mr. Scully can speak for himself. He feels that he can 
sell this issue. He certainly has an excellent record. He has been 
on the New York Stock Exchange since 1868. They have never 
had a failure. Given the time to prepare their studies and their 
surveys and their prospectus and clearance with SEC, that they know 
that they can sell it. 

But even if they failed, and even if you didn’t get your $3 million 
or $4 million back, you would get it back in tax savings in a couple 
of years. 

I think the idea has considerable merit and I just want to toss that 
out for whatever it may be worth. 

If there are any questions you would like to ask I will try to answer 
them. 

Mr, Harris. Mr. Carr, are you impressed with the second proposal 
that is made by Mr. Kampelman that they be given a franchise-with- 
out the backstop, and, if by July 1 they did not make arrangements 
for the money, that they withdraw / 

Mr. Carr. I would certainly rather see that than to go into an 
Authority at this time. I would like to see them given that chance. 
I think it is a pretty good example of their sincerity. 

While I have just testified I think the loan idea is better, if the 
loan idea is impractical and the other would work, I would like to see 
them have that chance; yes, sir. 

Mr. Harris. Thank you very much. 

Are there any questions? If not, thank you. 

Mr. Carr. Thank you, sir. 

Mr. Harris. I wonder if Mr. McCormack has anything further to 
add to what Mr. Carr has said ? 


STATEMENT OF DONALD A. McCORMACK, WASHINGTON, D. C. 


Mr. McCormack. My name is Donald A. McCormack. My address 
is 4931 Upton Street. My profession is banking. 

Just as soon as we can get out of this transit business I would like 
to get back to the banking. 

I am chairman of the railroad and transit committee of the board 
of trade. Mr. Carr, however, has given the opinion of the board of 
trade. I might mention just briefly that we have listened to the 
various plans since the District of Columbia Commissioners asked 
for plans of operation. This one, as Mr. Carr also said, is the only 
one that came up with any real money—a million dollars—backed by 
real management. It was for that reason that we have decided that 
we would support it and in it we—I had better limit that and not 
include the board of trade in that because that question has yet to be 
asked of the board of directors—— 

Mr. Harris. Do you plan to submit that question to the board of 
directors ¢ 

Mr. McCormack. Yes, sir; it will be. 

Mr. Harris. In order to see if the action of the executive commit- 
tee will be confirmed ? 
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Mr. McCormack. No, not that. There will be no question on that 
point. But as to whether they will support an individual plan. 

Mr. Harris. I see. 

Mr. O’Hara. Mr. McCormack, we wish we could give the same 
assurance that something this committee may decide to do will be 
approved by Congress. 

Mr. McCormack. There has been considerable comment on the 
lack of private funds to rush into this transit deal. Looking at the 

economic facts of life it is not to be wondered that a great deal of 
capital has not come forward. In the first place, cz pital comes only 
where it can be assured that it will be let alone and that it will be 
able to make a profit. Otherwise it can go some place else. 

I think that, for any one to undert: ike to run a transit operation 
in this town or any public utility, there should be some changes in 
the public-utility law which would permit faster operation. I am sure 
that the Public Utilities Commission itself would much prefer to 
be able to operate faster than it does. 

Also, we should eliminate these long drawn out legal hearings and 
court cases that result only in cost to the t taxpayer or the communiy 
in the long run and do no real good. In other words, we should stop 
letting every ‘Tom, Dick, and Harry contest every point all the way. 

Mr. Kampelman has mentioned that this proposal of his is an all- 
bus proposal. There has been considerable comment about street- 

cars. Forst of all, it should be recognized that nobody is making 
streetcars any more and w hen these are gone, that is it. 

The Star carried a very nice article last Sunday by an expert on 

traffic, who quoted figures to show that a single lane of streetcars 
cogil carry more passengers per hour than a single lane of buses, 
neglecting to nention those streetear loading platforms which take up 
another lane, practically. 

These remarks I am making now are personal, if it is agreeable. 
I would prefer, of the two plans presented, the guaranty of a loan 
for the very obvious reason that that is something that can be done 
much faster and cleaner. 

From all I have heard in both Houses of Congress, there will be 
one whale of a fight before an Authority bill gets through and it 
may never get through. 

I would make a plea for private operation. We don’t have to go 
to an Authority. We ought OnRCAsY to give a private operation a 
chance and give it all the help we can give it. I am for any plan 
that is a good sound plan, that is adequately financed, that is well 
managed, as Mr. Kampelman’s plan is. We have looked up the back- 
eround of the people in it. I have checked with banks in Minneapolis. 
The people there report very well on them. 

I have inquired also in Minneapolis as to the type of service and 
they say that the service is infinitely better than when they had street- 
cars. 

I would certainly urge you gentlemen to give this plan a chance, 
and a speedy chance, else we will all be walking after next August. 

Thank you. 

Mr. Harris. Thank you very much, Mr. McCormack. You are vice 
president of which bank? 
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Mr. McCormack. Riggs National Bank. 

Mr. Rogers. Mr. McCormack, what are your basic objections to a 
public authority ¢ 

Mr. McCormack. My basic objections are these: The last war very 
well demonstrated that a country in which private operation had 4 
real chance was a better producer than any country in the world, and 
why not apply that same principle right here ? 

Mr. Rogers. The reason I asked the question is this: I sometimes 
have a little difficulty in reconciling the difference between a public 
authority and the public that would be that authority guaranteeing 
the operation to some private individuals. | 

Mr. McCormack. You mean the guaranty of the loan ? 

Mr. Rogers. Yes, sir. 

Mr. McCormack. That guaranty is through no fault of the District 
transit company. That is, the need of it. 

Mr. Rogers. I understand that. 

Mr. McCormack. It is for the good of this community to assure it 
of service. That is the principal reason for the guaranty. 

Mr. Rogers. Mr. McCormack, it boils down simply to the fact that 
the difference between the two lies in management. 

Mr. McCormack. That is right. Management works better, you 
know, under a profit system than any other. 

Mr. Rocrers. I understand that. But I have often wondered. 
Sometimes it is difficult to reconcile a situation that a man will deny 
the public the ownership of any kind of operation but wants the public 
to underwrite the ownership of that operation by private individuals. 

Mr. McCormack. If the public can afford to wait until Mr. Kampel- 
man’s concern gets organized in the usual way—for example, if it were 
marketing a product there would not be any rush—if the public wants 
to wait, O. K. Bear in mind we have got ourselves into this fix. It 
is going to cost us a little something to get out of it somehow. That is 
a very cheap price, particularly when you compare it to $20 million 
that you would have to put into an Authority to begin with. 

Mr. Rogers. It would not cost you anything if you granted the same 
concessions to the Capital Transit Co. and permitted them to operate 
on into the future. 

Mr. McCormack. If you could get them to agree on reasonable 
terms, fine, I might mention this with respect to Capital Transit: 
Under the prior management they had recognized that they would 
have to come to buses and they had set up a kitty of $3 million which 
made it a very attractive deal. The present management changed the 
plan, got rid of the $5 million. They are rapidly rebuilding it, how- 
ever, under this present fare structure. 

Mr. Rocers. That is a matter of business, though, Mr. McCormack. 
It is their money and they had a right to do what they wanted with it. 

Mr. McCormack. I had no quarrel with that. I will say that what- 
ever they did was perfectly legal. There is no question about it. 

Mr. Rogers. Thank you. 

Mr. Harris. Thank you very much, Mr. McCormack. 

Mr. McCormack. Thank you, sir. 

Mr. Harris. Mr. Scully. 

Mr. Scully, you are from New York? 











WASHINGTON (D. C.) METROPOLITAN TRANSIT AUTHORITY 527 


STATEMENT OF GEORGE J. SCULLY, MEMBER, EISELE & KING, 
LIBAIRE, STOUT & CO., NEW YORK, N. Y. 


Mr. Scutty. Yes, sir. 

Mr. Harris. What are your initials? 

Mr. Scuutiy. George J. Scully, 50 Broadway, New York City, a 
member of the firm of Eisele & King, Libaire, Stout & Co., investment 

brokers and dealers, members of ‘the New York Stock Exchange, 

American Stock Exchange, Chicago Board of Trade, New York 
Products Exchange. 

Mr. Harris. Very well. You may proceed. 

Mr. Scutiy. Mr. Chairman, I think it might be well if I go back 
just briefly from the beginning of this and bring it right up to date. 

Mr. Kampelman first came to me about the middle of January of 
this year with his proposal. It was fortunate that it was a situation 
that we had been familiar with. The transit situation in this city 
has been in the headlines for a long time and the company involved 
naturally has been the subject of much study. Ordinarily, the transit 
industry, as such, is not looked upon with great favor by the investing 
public and is not considered to be what is normally termed a growth 
industry. There are, however, in the United States a certain number 
of areas where transit does work out profitably and can be done. 

In our opinion Washington is one of those localities. 

For that reason I was very interested in Mr. Kampelman’s pro- 
posal. After he explained it and its details at that time, there were 
two things that impressed me most favorably. 

First, there was management, because without adequate and satis- 
factory management, all “the money that could be raised would only 
lead to a rather unsatisfactory operation. 

Secondly, there was an evidence of good faith, which is not so 
readily shown in most of these situations, of a million dollars in 
cold cash being laid on the line to make the initial investment and to 

take the risk. 

With those two things paramount, we said we would go further 
and make some preliminary studies. 

I would like for the record to be clear ly known that any of the con- 
clusions that I have made up to this point and may give here today 
must, of necessity, be based upon the data, the information that has 
bore furnished to this point. We have made no engineering study, 

are fully aware that before we would go forward to a final con- 
clus that is essential, but, inasmuch as all of the information that 
we have has been procured from information that is a matter of pub- 
lic knowledge—it is not a secret deal—the existing operation is well 
known, the figures that are available at the Public Utilities Commis- 
sion were available, we are convinced in our mind that any survey 
that will be made will not show any of this data to be wrong to any 
material degree. 

We believe that we can dispose successfully of the securities up to 
the extent of probably $5 million, which is the maximum figure that 
may be needed here, within a 90- day period after we once begin the 
operation, that is, of an undertaking with the District Transit Co. 

Mr. Douiver. What is the nature of these securities ? 

Mr. Scutty. The final conclusion as to what nature they would be 
has not yet been determined, but more or less I can state that there 
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would be debentures and common stock and it is possible that there 
could be some small amount of preferred stock. 

Mr. Dotniver. Thank you. 

Mr. Scutxy. I think, generally speaking, it might be said that the 
debentures probably would be in the area of 50 percent of the total 
issues, subject to change. 

Mr. O’Hara. In that connection, what percentage of preferred 
stock ? 

Mr. Scutiy. Probably at the most a million dollars and perhaps less 
of the total capitalization. 

Mr. Harris. You may proceed. 

Mr. Scutiy. Thank you, sir. 

Mr. Harris. That was a million dollars in preferred stock, you say / 

Mr. Scutty. I don’t think it would exceed that. It is possible that 
there would be no preferred. I am merely giving you a curbstone 
opinion as to the possible capitalization. 

Mr. Harris. I understand. 

Mr. Scutty. I am quite certain that it would not exceed in total a 
million dollars of public issue. 

There is a situation involved here which is peculiar as against the 
average financing operation. 

Time is the most important element involved. That is not usually 
the case. Unfortunately, as the situation now stands, if those were 
done there is no transit in the city of Washington on the 14th of 
August or after that date. To have a company come in and operate 
is not feasible unless on the 15th of August they are in a position to 
have the equipment and to proceed to give it service. It takes ap- 
proximately 90 days to complete this financial arrangement. 

In the meantime with no company in existence, with no assets of 
sufficient quantity to guarantee the commitment or even the hope that 
it would have a fr: anchise, General Motors, or any other company, is 
not going to stand by and hold equipment ready for delivery on that 
date. A definite commitment and order has got to be given. 

If it were not for that factor, the question of any guaranties or 
backstops would never become involved here. 

I am fearful that they have sort of confused the issue. Perhaps in 
some degree properly so. 

The purpose here is primarily to continue private enterprise. | 
am certainly an exponent of that. I can well understand the objec- 
tions that might logically be raised by the ery of private ownership on 
one side and “presumably looks like private ownership with Govern- 
ment financing on the other side. 

I would like to make it very clear to the committee that the last 
thing that I have in my mind as an underwrited—and I am convinced 
that ‘the same holds true of the District Transit Co. and those associ- 
ated in it—is any effort to seek what might be labeled as a free ride. 
If we don’t perform we certainly should not be rewarded. I think 
that sitaution can be met. by one of the two alternatives that have been 
suggested here. 

The aid of the Government is essential in some form or other if the 
buses are going to be delivered and if the buildings are going to be 
built, 

I have recommended to Mr. Kampelman and his group that they be 
very willing to make any arrangements involving that loan or that 
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guaranty whereby they would have to forfeit the franchise if that were 
desirable on some given X date, if they had not fully repaid the loan. 

That leaves the authorities here in a rather favorable position by 
either one of these methods. 

At the present time, as I see it—and I am speaking purely of my own 
opinion and not attempt to try to tell this committee or the authorities 
here what their problem is that is to be solved by them—there are only 
three solutions to this problem as it presently exists. 

One is to grant the District Transit its permit or its franchise with 
whatever restrictions are needed to assure that the Government will 
not be paying a private operator with Government funds to finance and 
operate its business here. 

The only other thing that can happen in this District is the establish- 
ment of an authority, which is just the opposite of a private enter- 
prise, or the restoration of the Capital Transit operation without obso- 
lete equipment, and whatever inefficiencies have gone with obsolete 
equipment, and a very long term difficult problem of rehabilitation. 

I think the District Transit—and we are convinced of it—is fully 
able and prepared to furnish the management. If it were not for 
that management we would have no interest in this underwriting what- 
soever. If this was merely a plan to raise money, get a franchise and 
hope to operate, no fee that we could get would warrant us going in 
there. It would be undesirable. 

We are convinced that the principals are in here on a long-term 
basis to operate a transit company and not do a hit-and-run job. 

I have seen some comments in the press from time to time and I 
have received some letters in New York from Washington that some 
criticism has been made or fear has been raised that an outside group 
is going to come in here, do this, milk the company and run away. [ 
can assure you gentlemen, you can’t milk this company. There is not 
going to be anything to milk if they wanted to milk. The people that 
are backing this deal can only hope to come out with something of 
value, 8 or 10 years from now. I am speaking now of the equity 
people, not the debenture holders. There is not a chance of being able 
to come in here with a million dollars and siphon off a lot of assets, 
because it is not going to be there. The money is going to have to be 
used for a long per iod of time, and the cash flows show it very clearly, 
to liquidate its obligations to General Motors. 

The setup is such that they can do all of those things and be per- 
fectly sound and solvent at the end of the road and during the whole 
period. 

I think, gentlemen, that is about the picture as I see it at this point. 
I will be glad to answer your questions, if any. 

Mr. Harris. Are there any questions? 

If not, may I ask you if your company has had any experience with 
transit securities ? 

Mr. Scutiy. No, sir, we have not. As a specialty, no. We have 
dealt with people but we have not organized or underwritten a transit 
company. 

Mr. Harris. And you feel that you would undertake to sell these 
securities in the total sum of about $4 million ? 

Mr. Scutiy. Between 4 and 5 million dollars. 
Mr. Harris. Tlow long do you think it would take? 
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Mr. Scutiy. We are very confident that the completion would be 
absolutely taken care of within 90 days after we were empowered to 
proceed. Jt requires registration, as you know, with the Govern- 
ment SEC. 

I am sure the Public Utiities Commission will have requirements 
and there must be a survey; but in our planning all of these things, 
including the preparation for selling, will be going on simultaneously. 
It is not a matter that first we have a survey and then proceed with 
the balance. 

Mr. Harris. Is it your feeling, then, that if the so-called backstop 
loan would be provided that it would never have to be used? 

Mr. Scurzy. It is my considered opinion, Mr. Chairman, that if 
that were permitted to be done I doubt if it would have to be used. 
I think its very existence would be sufficient for General Motors to 
proceed with its program. 

Mr. Harris. You do not think General Motors would proceed under 
a program or any other bus company—and I understand there are 
only one or two others—if a permit or franchise had been granted 
without the backstop loan ? 

Mr. Scutiy. I won’t say at this moment that they would refuse. 
I think they might be encouraged to go forward on that basis. But I 
am sure that the element of the backstop loan would certainly assure 
that that was done. 

Mr. Harris. How long has your company been in business? 

Mr. Scuxry. Our firm was organized in 1868, I have not been there 
all that time, but I have been there for 34 years. 

Mr. Harris. It is quite obvious, looking at you, that you have not 
been there all that time. 

Mr. Scurry. I might say that our present partner, Mr. Henry 
Libaire, is the son of the founder who bought his seat in 1868. He is 
still active in the business. 

Mr. Harris. Has your company ever acted as a syndicate head 
itself or participated in a syndicate. 

Mr. Scunty. We have participated more than we have acted as 
syndicate head. 

Mr. Harris. But you have acted as syndicate head ? 

Mr. Scuniy. Yes, sir, we have. 

Mr. Harris. Let me thank you very much for coming down here 
and giving the committee the benefit of this information. 

Mr. Scutzty. Thank you. 

Mr. Harris. This concludes the hearings on the transit problem. 

I would like to ask the members of the committee if they would 
remain for just a few moments. 

I should like as chairman of the committee on behalf of the com- 
mittee to express our thanks and appreciation to everyone who has 
endeavored to be helpful to us and recognized the importance of this 
problem to the people of this District of Columbia and our Nation’s 
Capital. 

T should like to ask if you would let us have the room for a few 


minutes. : ; 
(Whereupon, at 12:20 p. m., the hearing was adjourned.) 
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